


JPRS-CEA-86-072 
16 JUNE 1986 


China Report 


ECONOMIC AFFAIRS 





[FBIS| FOREIGN BROADCAST INFORMATION SERVICE 











NOTE 


JPRS publications contain information primarily from foreign 
newspapers, periodicals and books, but also from news agency 
transmissions and broadcasts. Materials from foreign-language 
sources are translated; those from English-language sources 
are transcribed or reprinted, with the original phrasing and 
other characteristics retained. 


Headlines, editorial reports, and material enclosed in brackets 
[] are supplied by JPRS. Processing indicators such as [Text ] 
or [Excerpt] in the first line of each item, or following the 
last line of a brief, indicate how the original information was 
processed. Where no processing indicator is given, the infor- 
mation was summarized or extracted. 


Unfamiliar names rendered phonetically or transliterated are 
enclosed in parentheses. Words or names preceded by a ques- 
tion mark and enclosed in parentheses were not clear in the 
original but have been supplied as appropriate in context. 
Other unattributed parenthetical notes within the body of an 
item originate with the source. Times within items are as 


given by source. 


The contents of this publication in no way represent the poli- 
cies, views or attitudes of the U.S. Government. 


PROCUREMENT OF PUBILICAT IONS 


JPRS publications may be ordered from the National Technical 
Information Service, Springfield, Virginia 22161. In order- 
ing, it is recommended that the JPRS number, title, date and 
author, if applicable, of publication be cited. 


Current JPRS publications are announced in Government Reports 
Announcements issued semi-monthly by the National Technical 
Information Service, and are listed in the Monthly Catalog of 
U.S. Government Publications issued by the Superintendent of 
Documents, U.S. Government Printing Office, Washington, D.C. 


20402. 














Correspondence pertaining to matters other than procurement 
may be addressed to Joint Publications Research Service, 
1000 North Glebe Road, Arlington, Virginia 22201. 











JPRS-CEA-86-072 
16 JUNE 1986 


CHINA REPORT 
Economic AFFAIRS 


CONTENTS 


PEOPLE'S REPUBLIC OF CHINA 
PROVINCIAL AFFAIRS 


'Excerpts' of Shanghai 1986 Development Plan 
(WEN HUI BAO, 6 May BB) 0 0 0000000000 b0eeeeeeeeecceceeecece 


Current Status of Economic Reform in Yunnan 
(YUNNAN RIBAO, 18, 25 Oct > DPYTTTTTITITILILILITITITT TTT Te 


Shanghai Mayor Gives 5-Year Plan Report 
(Jiang Zemin; WEN HUI BAO, 5 May 86)..ecccccccccscsccccees 


Anhui People's Congress Session Ends 
( ANHUT RIBAO, 29 Apr  DPVYTTTITITITILITITILTTTTTTTii Tri yy 


Hebei: Sixth Provincial People's Congress Ends 
(HEBEI RIBAO, 5 May  DPYTTTTLTTILITILTTITTTTTTTTrrrirrr yt 


Reportage on Xizang People's Congress Session 
(Xizang Regional Service, various dateS)...ccccscescceccees 


Preparatory Meeting Held 

People's Congress Session Opens 

Doje Cering Reviews Sixth 5-Year Plan 

Doje Cering Reports on Seventh 5-Year Plan 
Congress Hears Planning, Budget Reports 


People's Congress Session Opens in Heilongjiang 
(Heilongjiang Provincial Service, 20 May 86)....sesceeeees 


- a- 





10 


27 


53 


55 


57 


57 


57 


59 


60 
61 


63 








Reportage on Guangdong People's Congress Session 
(Guangdong Provincial Service, 21, 22 May 86).....eeeseees 


Luo Tian Declares Meeting Open 
Governor Assesses Sixth 5-Year Plan 


Reportage on Hunan People's Congress Session 
(Hunan Provincial Service, 21, 22 May 86). ..cccccccccscces 


Mao Zhiyong, Others Attend Opening 
Governor Gives Government Work Report 


Hoang Van Hoan Visits Shanxi Province 
(Shanxi Provincial Service, 21 May 86). ..ccccccsecsccccecs 


Sixth Shandong People's Session Concludes 
(Shandong Provincial Service, 19 May 86). .cccccccccccecess 


Guizhou CPC Secretary Visits Textile Factory 
(Guizhou Provincial Service, 1 May 86). ..cccccesccsccceces 


ECONOMIC PLANNING 


Yunan National Economic Seminar Conclu“es 
(Yunnan Provincial Service, 19 May 86) .cccccsccccccececcess 


Xizang Tourism, Economic Work Conference Opens in Lhasa 
(Xizang Regional Service, 13 May 86). .cssccccsccceccecsees 


FINANCE AND BANKING 


Control of Institutional Purchases Discussed 
(CAIWU YU KUAIJI, 20 Sep BS) 0 0600 0000000600000000000000bb8 


Limits Set on Price Reform During Seventh 5-Year Plan 
(Lu Shi; GONGREN RIBAO, 24 Oct _» PPYTTELILILITITILTLT TT Tre 


Reform of Financial System Termed ‘Major Component’ 
(Chen Muhua; LIAOWANG, 11 Nov 85). .ccccccccccccecceseceess 


Post Wage Reform Measures in State Organs, Institutions 
(CAIWU YU KUAIJI, 20 Nov  PYOTTTITILILILTTTTLTTTTTrrrer 


Circular on Bonuses, Allowances 
Regulations on Financial Management 


SPECIAL ECONOMIC ZONES 


Shenzhen SEZ: Achievements, Problems, Prospects 
(Liang Wensen; GANG AO JINGJI, 25 Sep  DPYYTTYTTTTYT TTT Te 








64 


64 
65 


66 


66 


67 


70 


71 


73 


74 


75 


76 


78 


83 


87 


87 
89 


92 








Development of Export-Oriented Economy Required 
(Ding Lisong; KAIFANG, 8 Mar 86).. eeeeeeee eeeeeeeeeeeeeeee 


LABOR AND WAGES 


Methods of Wage Calculation in Township, Town Enterprises 
(Li Wenhui; CAIWU YU KUAIJI, 20 Sep 85). ..cccccccccccccccs 


POPULATION 


Gansu Achieves Population Growth Target 
(Gansu Provincial Service, 22 May 86)...ccccccccccccscsccees 


HO. AL 5 


Hong Kong Urban Planning for Transition Period 
(Liu Shaojun; JINGJI DAOBAO, 28 Oct 85).cccccccccccccccees 


/12675 


104 


108 


113 


114 

















16 June 1986 


PROVINCIAL AFFAIRS 


EXCERPTS’ OF SHANGHAI 1986 DEVELOPMENT PLAN 
OW221400 Shanghai WEN hUI BAO in Chinese 6 May 86 pp 2, 4 


[Text] Report on Shanghai's 1986 Plan for Economic and Social Development 
[excerpts ] 


[Delivered] at the Fifth Session of the Eighth Shanghai Municipal People's 
Congress on 25 April 1986 


[By] Vice Mayor of Shanghai Municipality Li Zhaoji 
1. Execution of the 1985 Plan 


Nineteen eighty-five was the last year of the Sixth 5-Year Plan. Thanks to the 
concerted efforts and hard work of the people of the whole municipality in 
conscientiously implementing the i: report on the outline of the strategy for 
Shanghai's economic development, approved by the State Council, we made new 
advances in reform and opening to the outside world, scored better economic 
achievements than expected, fulfilled and overfulfilled the economic and 
social development plan, and successfully accomplished all major targets set 
in Shanghai's Sixth 5-Year Plan, thereby laying the groundwork for implement- 
ing the strategy for Shanghai's economic development. The gross product of 
the people of the mmicipality in 1985 was 46.7 billion yuan which, in terms 
of comparable prices, represented a 13.4 percent increase over the previous 
year. Following describes the fulfillment of the plan in various fields: 


Industrial production maintained a sustained, steady, and balanced growth. 

The total industrial output value in 1985 was 82.96 billion yuan, topping 1984 
by 11.4 percent and overfulfilling the planned increase of 8 percent. It was 
the biggest growth in the Sixth 5-Year Plan. Light and heavy industries 
developed in a harmonious manner, with light industry showing an increase of 
11.8 percent and heavy industry, of 11 percent, over 1984. The proportion 
between light and heavy industry was 55.6 to 44.4. Except for crude salt and 
heavy oil, the 38 products under the state mandatory plan had their annual plan 
targets fulfilled. 


The rural economy continued to advance in the course of reform. The annual 
agricultural output value (including villege-run industry) totalled 5.59 
billion yuan, 19.4 percent more than in 1984. 








The market was brisk. Yearly retail sales reached 18.32 billion yuan, repre- 
senting a more than 30 percent increase over the previous year. Supply of 
foodstuffs clothing, and consumer goods increased in an a.l-round manner, 
while sales of high-grade durable consumer goods registered even bigger in- 
creases. A tremendous change took place in residential consumption patterns. 
The proportion of sales of foodstuffs, clothing, and consumer goods as com- 
pared to the total retail sales was respectively 37. 20.5, and 41.9 percent, 
with sales of consumer goods surpassing those of foodstuffs for the first 
time since the founding of the country, reflecting a higher consumption level. 


In transportation, passenger and freight transport plans were overfulfilled, 
with a total of 242 million metric tons of freight transported in 1985, or 4.7 
percent more than in the previous year. However, transportation facilities 
were overloaded, ports crowded with ships, and warehouses overstocked with 
materials. 


Construction of key projects and urban infrastructure procee ed at a faster 
pace. A total of 9.93 billion yuan of investment was made in fixed assets, an 
increase of 28.8 percent over 1984. Of this, 5.71 billion yuan was invested 

in capital construction, 20.3 percent more than in the previous year; 3.56 
billion yuan in upgrading facilities, topping 1984 by 58 percent; and 470 
million yuan in construction of rural towns and other projects, 7 percent less 
than in 1984. As a result of the faster construction pace of key projects 

and infrastructure, the construction of 12 key state projects proceeded 
smoothly. The municipality's investment in transportation, postal, tele- 
communications, electric power, public utility, and other infrastructural 
facilities during 1985 topped that of the previous year by 95.4 percent, 

with its proportion compared to the municipality's total investment rising 
from 13.9 percent in 1984 to 20.6 percent. The nine urban capital construction 
projects approved by the Third Session of the Eighth Municipal People's Congress 
last year were basically completed and put into production or operation. 


New achievements were made in opening to the outside world and establishing 
ties with other areas of China. In 1985, with international market prices 
dropping, Shanghai's export ports handled U.S. $3.36 billion of export goods 
thanks to the efforts made by all sectors concerned. Although overfulfilling 
the state plan, this figure was still 6.3 percent less than in the previous 
year. In the same year, Shanghai gigned 121 contracts with foreign countries 
and utilized U.S. $770 of foreign capital, 220 percent over the previous year, 
representing a faster rate in utlizing foreign capital. Shanghai signed 22 
construction and labor service contracts involving U.S. $13 million. It re- 
ceived 600,000 foreign guests and tourists from 150 countries and areas, 13.2 
percent over the previous year, generating a tourism income of 420 million yuan, 
44.2 percent over the previous year. Regarding ties with other areas of the 
country, Shanghai formed over 2,000 economic associations with 28 provinces, 
municipalities, and autonomous regions as of 1985. These included enter- 
prises with joint investment, joint production, compensatory trade, and so 
forth. There were over 1,500 cases of technical cooperation and technical 
transfer; many of them have yielded or are yielding good ‘omic and social 
benefits, and over 200 million yuan in profit has been .. ced in 1985 alone. 


) 








More scientific, technological, and educational undertakings were developed. 
In 1985, Shanghai made 1,957 major scientific and technological achievements, 
12.9 percent of them reaching the internatonal advanced level or being inter- 
national firsts, and 73.5 of them matching the national advanced level or 
being firsts in the country. The rate of application and popularization of 
scientific research results increased from 52.6 percent in 1984 to 57.1 
percent in 1985. Social science workers also made many research achieve- 
ments, contributing to Shanghai's national economic and social development. 
The city enrolled a total of 4,347 postgraduate students, 37,000 students for 
regular colleges and universities, and 26,000 for secondary technical 
schools, all figures surpassing the planned targets. In 1985, a total of 
1,580 postgraudate students completed their courses, 1,106 more than in the 
previous year. Among them, 57 were awarded doctorate degrees and 1,371, 
masters degrees. In 1985, the larges number of postgraduate students were 
trained during the entire Sixth 5-Year Plan period. Adult education also de- 
veloped vigorously. The combined enrollment of all types and levels. of adult 
schools was 776,000, some 150,000 of the enrolled by institutes of higher edu- 
cation for adults. 


Revenue and wit..drawal of currency from circulation were good. In 1985, 
Shanghai's local revenue reached 18.09 billion yuan, 7.8 percent over the 
planned target and 12.7 percent over the previous year. Banks withdrew 3,208 
million yuan net, 1.3 billion yuan over the planned target and 82.8 percent 
over the previous year, being the largest amount every withdrawn since the 
founding of the People's Repviblic. 


The people's livelihood in both urban and rural areas further improved. The 
state arranged and assigned jobs for 161,000 people in Shanghai in 1985, and 
the total number of staff and workers by the end of the year was 4,926,000, 
some 51,000 more than in the previous year. Their total wages amounted to 6.55 
billion yuan, 21.9 percent over the preceding year. Their average annual wage 
was 1,344 yuan. Adding the subsidies for increased prices of nonstaple foods 
and ‘educting the increases in price indexes, their actual income was 12.3 
percent more than in the preceding year. Statistics showed that peasants’ 
per-capita income was 714 yuan, 11.6 percent more than in the previous year. 
By the end of the year, urban and rural people's savings deposits totaled 7.01 
billion yuan, 24.9 percent over the previous year. 


Progress was also achieved in journalistic, publication, television, cultural, 
art, physical culture, public health, family planning, and environmental pro- 
tection undertakings. 


2. Views on the Arrangements for the 1986 Plan 


The overall requirement in the development of Shanghai's national economy in 
1986 is: While continuing control over the scope of investment in fixed assets 
and over the rapid increase in consumption funds, we must make great efforts to 
raise enterprises’ economic results, quickly increase our ability to earn 
foreign exchange through exports, accelerate the establishment of lateral econ- 
omic ties, make further efforts to balance th -:conomic relations, readjust the 
enterprise structure, build more basic fa~ilii..s, ensure an adequate supply to 








the market, continue to maintain sustained, stable, and harmonious economic 
development, and strive for further improvement of the people's livelihood. 


In conformity with the aforesaid requirements; our city's major tasks in 1986 
are: first, on the basis of readjustment of the enterprise structure and de- 
velopment of the tertiary industry, we must make great efforts to transform 
the traditional industries, develop new ones, and at the same time do well in 
digesting and assimilating importei technologies; second, we must make great 
efforts to raise economic results, reduce consumption, improve product quality, 
conserve funds, and increase revenues; third, we must make still more efforts 
to open our city to the outside world and other areas of our country, utilize 
more foreign capital, import technologies, and make huge efforts to export 
goods and increase our foreign exchange earnings, striving to achieve a 
greater increase in our exports than last year; fourth, while controlling the 
scope of investment in fixed assets, we must step up construction of basic 
urban facilities by improving the investment climate; fifth, we must acceier- 
ate the development of intellectual resources and train more qualified person- 
nel by promoting scientific and technological progress; and sixth, we must en- 
sure adequate supplies for the market and stabilize commodity prices in order 
to elevate the level of the people's material end cultural life. 


The main objectives of the 1986 plan are as follows: The whole city's gross 
national product is targeted at 50 billion yuan, 7 percent more than last 
year. Of this, the tertiary industry is scheduled for a 12 percent increase 
over last year to account for around 27 percent of the gross national product. 
We must further increase economic results. On the basis of the increased labor 
productivity, the increased proportion of profits and taxes compared to indus- 
trial enterprise funds, and the improved quality of major products, we have 
set our 1986 revenue at 5 percent more than last year. Our planned export 
volume is U.S. $3,278 million; of this, our city's own export goods will 
amount to U.S. $2.9 billion, an increase of 816 percent over last year. 


Preliminary arrangements for the various 1986 plans are as follows: 


a. We will maintain a certain growth rate for industrial and agricultural 
production to increase economic results. 


In industrial production, we have targeted our city's total industrial output 
value at 87.9 billion yuan, an increase of 6 percent over last year. Of this, 
the light industrial output value will increase 5.6 percent and the heavy in- 
dustrial output value, 6.5 percent. 


In managing industrial production, we must adhere to the principle of "quality 
first" and correctly handle the relations between quality and betwéen speed 
and results. All enterprises must seriously implement the "Regulations on 
Responsibility for the Quality of Industrial Products" promulgated by the 
State Council, continue to maintain factorywide quality control, tighten their 
supervision over product quality, and enforce the system of spot~-checking 
product quality. 





In agricultural production, further adjustment of agricultural production will 
be made on the condition that the major nonstaple foods for the city and the 
ration grain for peasants must be supplied by Shanghai's sururban counties. 
Readjustment of the crop structure should be carried in such a way that 

grain production is stabilized, cotton production is adjusted, vegetable 
production is maintained, feed crop production is developed, and production 

of cash crops needed by the market is ensured in order to render a still 
better service to the city. At the same time, we must make state-run farms 

a greater success. The 1986 total agricultural output value is targeted to 

be 4.8 percent over last year. 


b. Strictly control the scope of investment in fixed assets and step up 
construction of the city's basic facilities. 


The state has assigned a quota *o~ our city's investment in fixed assets, 4,816 
million yuan, of which 2,158 miilion yuan is for capital construction and 

2,658 million yuan for technical transformation. Adding the projects directly 
under central ministries, projects affiliated with central ministries, and 
projects of collectives, the city's total investment in fixed assets will be 

of the same level as in 1985. 


Of the capital construction projects to receive investment this year, only 10 
percent are new ones. The emphasis of technical transformetion is placed on 
expansion of export products, importation of technologies, and construction 

of basic municipal facilities. Appropriate arrangements have also been made 
for such sectors as energy, transportation, finance and trade, agriculture and 
culture and education as well as the minor three fronts [xiao san xian 1420 
0005 4848]. 


In strictly controlling the investment scale on fixed assets, it is necessary, 
first to ensure key projects and limit construction of new projects by supply- 
ing sufficient funds, materials, and manpower to the former, and by withhold- 
ing construction of the latter, where. funds, materials and other conditions 
are inadequate. Second, it is necessary to strictly follow the reviewing 

and approving procedures by ensuring that projects covered under budgetary 
investment are to be carried out according to the investment responsibility 
system and within the quota. The letter of planned tasks will not be issued 
to new projects that have not yet gone through technical and economic feasibil- 
ity studies; design should not be worked out for projects without an approved 
letter of planned tasks; and those without an approved design document should 
be excluded from the fiscal plan. Third, it is necessary to continue to con- 
trol loans for capital construction by listing those for state capital con- 
struction projects unde: the state credit plan and issuing funds strictly ac- 
cording to the plan. Funds especially raised by units themselves for new 
projects should only be used for that special purpose after a 6-month deposit 
period in the bank. Fourth, a contract for a project to import technology or 
utilize foreign funds can be signed only after supplementary funds and foreign 
exchange quotas for that project are set. 








c. Pay close attention to export trade and properly arrange the domestic trade 
market. 


In 1986 Shanghai's exports will cotal $2.9 billion, which requires an addi- 
tional supply of 1 billion yuan in export commodities; and retail sales will 
total 20.2 billion yuan, 10.3 percent more than 1985, or a net increase of 1.88 
billion yuan, which requires an additional supply of 1.5 billion yuan in manu- 
factured goods. In order to ensure suyply for domestic and foreign trade, it 
is necessary to increase industrial production and strive to close the gap 
between market needs and supply. 


d. Further expand economic ties with foreign countries. 


The quota set by the State Planning Commissivn for Shanghai to utilize foreign 
funds in 1986 is $214 million, in addition to 25 billion yen in bonds, 
equivalent to $130 million, to be issued by the Shanghai Investment and Trust 
Corporation. In order to absorb more fureign funds, enterprises capable of 
repaying funds and earning more foreign exchange through exports should be 
encouraged to use more foreign commercial loans. In utilizing foreign funds, 
it is necessary to make adequate prior preparations and conduct specia. study 
on the construction plan for major mumicipal infrastructural and cultural 
projects. For projects already approved as Sino-foreign joint ventures, for 
cooperative enterprises with Chinese-foreign partnerships, and for enterprises 
owned by foreign capital (hereafter called "three capital" enterprises for 
short) it is necessary to map out an investment plan on fixed assets; and for 
enterprises already in operation, it is necessary to conduct in/ividual study 
to help them solve problems in production, operation, or management. The kev 
to balancing the foreign exchange of the "three capital" enterprises is to 
accelerate the pace of domestic development of imported technology and, at the 
same time, balance our foreign exchange payment by increasing exports. Central 
and local governments will extend the necessary subsidy to a small number of 
"three capital" enterprises that are indeed facing temporary difficulty in 
balancing their foreign exchange payments. 


e. Accelerate the development of scientific, technological, and cultural 
undert akings. 


In science and technology it is necessary to actively develop microelectronics, 
biological, new materials, and optical fibre communication technologies, and 
pay due attention to intensifying the study of basic and applied sciences. We 
should work out projects to serve the needs of industrial technological 
transformation, the urban infrastructure, and environmental protection, as 
well as concentrate efforts on projects that can quickly transform technolog- 
ical achievements into export commodities, or can be substituted for imports 

to conserve foreign exchange. Attention should also be paid to render techni- 
cal service to small- and medium-sized enterprises and rural industries. 


In 1986, Shanghai plans to enroll 30,600 new students in regular schools of 
higher learning, including 12,900 in local universities; 5,000 new post- 
graduates, including 650 in locai universities’ graduate schools; and 24,300 
students in secondary specialized schools. While conscientiously implementing 











the "Regulations on Popularizing Compulsory Education in Shanghai Municipal- 
ity," we shall strengthen basic education, improve teaching conditions in pri- 
mary and middle schools, stabilize and replenish the contingent oi teachers, 
raise the quality of education, consolidate, readjust, and develop vocational 
and technical education, and provide better on-the-job training for the work- 
ers. 


f. Improve the people's livelihocd. 


Along with economic advances, we shall improve market supply and keep conm- 
modity prices basically stable in order to continually raise the material 
and cultural living standards of urban and rural residents. 


While striwAng to fulfill the above-listed targets, the mmicipal government 
will carry out 15 practical projects closely related to improv.ment of the 
people's livelihood. 


3. Major Measures for Achieving the 1986 Plan 
First, we should persist in restructuring the economic system. 


To accomplish the 1986 Plan for National Economic and Social Development, we 
should, while implementing the guidelines set forth by the Fifth Shanghai 
Municipal Party Congress, continue to mobilize the p.ople in Shanghai to ex- 
pedite economic reform firmly, cautiously, and reliably. This year, we must 
continue to do a good jub in consolidating, assimilating, replenishing and 
improving the various reform projects draw up our plans on the basis of 
conducting indepth investigation, and be fully prepared for making new steps 
of reform in 1987 and 1988. 


The essential task iu restructuring the national economy with the focus on the 
urban economy is to reinvigorate our enterprises, especially the large- and 
medium-size state-owned industrial enterprises. in 1986, we must continue to 
implement the instructtons of the CPC Central Committee and the State Council 
about giving our enterprises greater decision-making power and reinvigorating 
the large- and medium-size state-owned industrial enterprises, and continue to 
take internal and external measures to create necessary conditions for this 
purpose. Commercial enterprises should continue to enliven commodity circula- 
tion by reforming and diversifying their operation, which includes opening more 
channels and eliminating nonessential work. 


We should also take positive steps to promote lateral economic tdes according 
to the requirements set for a planned commodity economy. 


While continuing to enliven aicroeconomic activities, we must intensify and 
improve macroeconomic control. First of all, we should improve our planning. 
According to the requirement of reducing the scope of mandatory plans, we 
should gradually shift the focus of our work to carrying out indirect control 
with economic policies and economic means. Second, we should reinforce the 
departments which supervise auditing, commodity prices, statistics, measure- 
ments, standardization, and business administration, establish and improve 











economic supervisory organs, and intensify economic legislation and the enforce- 
ment of economic laws. Third, we should set up an economic information system 
so that we can improve our work in the area of making economic forecasts, and 
of collecting, distributing, sorting and analyzing economic information; and 

so that we can provide prompt service and guidance for making economic decis- 
ions. 


Second, we should take positive measures to deal with shortages of energy 
and major raw and semifinished materials. 


To solve the electricity issue, we should combine our short-term and long- 
term plans so that we can meet short-term needs and permanently deal with the 
problem. Presently we are negotiating with relevant departments for the pur- 
chase of extra fuel oil so as to generate more electricity to meet actual 
needs. Meanwhile, we must conserve power consumption, properly schedule power 
use, and accelerate the construction of the projected substations so that they 
can be completed and put into operation.:ahead of schedule. 


To make up the shortage of major raw and semifinished materials, we must take 
positive and effective measures to broaden resources and conserve consumption. 
We should make every effort to secure the resources distributed by the state 
by doing a good job in placing orders for the goods, pressing for their 
delivery, and providing the needed transportation service. We should also 
impart part of the raw and semifinished materials by using our foreign ex- 
change. We should also promote international cooperation projects, such as 
processing on order and compensatory trade, and take active measures to secure 
and increase the output of extra resources through all channels. We should 
continue to conserve the consumption of raw and semifinished materials, includ- 
ing electricity, by using alternatives, fully using our resources, reducing 
per-unit consumption in manufacturing goods and in construction, and introduc- 
ing proper measures for encouraging the conservation of resources. 


Third, we should make an effort to improve the extension of credit and credit 
management, and balance foreign exchange revenues and expenditures. 


Under the circumstances that credit funds are strictly controlled throughout 
the country, the supply of credit funds will still be tight in Shanghai this 
year. In order that economic development will nut be affected by availability 
of credit funds, we should, under the principle of handling each case on its 
merits and assisting the promising projects, give priority to extending credit 
funds needed for the production and procurement of goods that can bring in 
foreign exchange, and goods which are in high demand on the market, and for 
the procurement of agricultural and sideline products produced under government 
plan. No loans will be extended to those enterprises who economic performance 
is poor, whose products are unsellable, and which have a large inventory of un- 
sold products. Loans that have already been extendedtto the enterprises should 
be wichdrawn within a specific time. 


According to the 1986 plan for foreign exchange revenues and expenditures, the 
amount of foreign exchange available to various bureaus will remain the same 
as that of 1985, but Shanghai's collective foreign exchange expenditure will be 
20 percent lower than that of 1985. 





Fourth, we must effectively improve business management. 


The basic requirements for improving business management include: first, re- 
structuring the enterprises' leadership system by giving their directors manag- 
ing power; second, improving the system which safeguards the economic respon- 
sibility system as well as ideological and political work; third, simultane- 
ously paying attention to technology and management so that the quality of 
products can be constantly improved, the consumption of resources can be 
conserved, and the enterprises will have a greater capacity for improvement 

and development. 


Socialist material construction and socialist spiritual construction are in- 
terdependent, and they help each other progress. While promoting material 
construction, we must exert great efforts to promote spiritual construction. 


The year 1986 is the first year for implementing the Seventh 5-Year Plan. 
The accomplishment of the projects set for 1986 is of great significance for 
carrying out the strategy:for achieving economic growth in ::1l sectors in 
Shanghai, and for promoting Shanghai's economic development. Under the 
party's leadership, let us unite as one, work with one heart and one soul, 
be determined to keep forging ahead, work conscientiously, and struggle for 
accomplishing all the projects set for 1986. 


1/9274 
CSO: 4006/1045 
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PROVINCIAL AFFAIRS 


CURRENT STATUS OF ECONOMIC REFORM IN YUNNAN 
Kunming YUNNAN RIBAO in Chinese 18, 25 Oct 85 
[18 Oct 85 p 3] 

[Text] I. Reform The Only Way Out 


A frontier province, Yunnan is out of the way and culturally backward. Before 
the 3d Plenary Session of the 11th CPC Central Committee, we did a lot of work 
and obtained considerable achievements, but peasants in certain parts of the 
province still did not have enough to eat or wear. Economic growth was slow, 
with the agricultural sector in particularly deep distress. Some localities 
languished ina state of primitive agriculture, still practicing slash-and- 
burn cultivation, and had exceedingly low productive forces. For the province 
as a whole, what we had was basically a closed, small-scale peasant economy. 
We did not produce enough grains and oil and had to buy them in vast 
quantities from other provinces. Agriculture was a serious stumbling block to 
the economic growth of the province. With its outdated equipment, backward 
management, low technical standard, unskilled workers and dismal productivity, 
the province's industrial base was shaky. Year after year iron and steel 
production lost money. Raw coal output failed to go up as a result of a 
longstanding disequilibrium between reserves and excavation. Light and 
textile industries were hopelessly out of touch with public needs. They 
churned out old-fashioned, inferior but expensive products lacking in variety. 
Even these goods were not produced in sufficient quantities to meet demand, 
resulting in widespread commodity shortages. There were large numbers of 
people in towns and villages waiting for jobs. People lived in straitened 
circumstances. As was the case nationwide, the basic reason for this 
situation was the problems long plaguing the national economy: proportionate 
imbalances, mismatch between production and demand, low economic results, 
gross waste and losses. All this, in turn, was part and parcel of the serious 
shortcomings of our economic system. Our former economic management system 
was fraught with problems. For instance, in state-enterprise relations, there 
was over-centralization by the state and enterprises were controlled to death. 
Lacking the autonomy that was due them, they had little power in such areas as 
planning, production, materials, labor and finance. No distinction was made 
between well-run enterprises and those which were mismanaged. The profit of 
an enterprise also bore no relation to the worker's material interests. As a 
result, enterprises tended to be complacent and uncompetitive. As their 
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Supply, production and marketing had nothing to do with one another, in the 
Same way that production was divorced from demand, enterprises failed to adapt 
to changes in the national economy, in people's livelihood and in the domestic 
and international marketplaces. Distribution was heavily influenced by 
egalitarianism. There was no clear-cut division of labor between departments 
and jurisdictional confusion was rampant. Administrative organizations were 
over-staffed, administrative levels overlapped one another and efficiency was 
low. On the whole, the economic management system was over-centralized and 
over-regulated. Financial power was centralized. There was a state monopoly 
over the purchase and sale of materials. Foreign trade was strictly 
controlled. The idea of “eating off the common rice pot" was widespread. 
There was no regard for economic results. Ideologically we denied the 
existence of a commodity economy under a socialist system of public ownership. 
By doing so, we in effect rejected the law of value. The result was that the 
prices of many commodities reflected neither value nor the supply-demand 
relations, distorting our evaluation of the management and economic results of 
enterprises and adversely affecting the development of commodity production 
and exchange. All this has stifled enterprises' and workers' initiative, 
enthusiasm and creativity. In short, then, our economic system followed a 
model incompatible with the development of social productive forces. We must 
put an end to this situation with determination. Without reform, we will not 
be able to perfect socialist production relations and the superstructure and 
better adapt them to the development of productive forces. Without reform, we 
will not be able to speed up the four modernizations. Without reform, we will 
not be able to achieve socialism with Chinese characteristics. In a word, 
without reform, we have no future. Reform is the inevitable historical trend. 
In 1978, the CPC Central Committee convened the 3d Plenary Session at an 
opportune moment where it laid down the Marxist guiding principle, "Liberate 
ideas, use our brains, seek truth from facts and unite as one as we face the 
future," and resolutely decided to shift the focus of our work toward economic 
construction. It defined our task as one of “adopting a series of new and 
major economic measures and conscientiously reforming the economic management 
System and management methods in accordance with the new historical conditions 
and practical experience." Soon afterwards it put forward a sound policy 
Which calls on us to "rectify, reform, restructure and improve" the various 
sectors in the national economy. The "Resolution of the CPC Cental Committee 
on Certain Historical Issues in the Party since the Founding of the PRC" also 
points out, "It will take a long process for a socialist system to move from 
imperfection to perfection. This requires that even while upholding the basic 
socialist system as a prerequisite, we must strive to reform specific systems 
unsuited to the development of productive forces and incompatible with the 
people's interests, and firmly struggle against all activities detrimental to 
socialism. As our enterprise develops, the overwhelming superiority of 
socialism will become more and more evident." 


Guided by the series of policies, including "domestic economic invigoration 
and the open door policy," determined in succession by the CPC Central 
Committee, cities and villages in Yunnan have gradually taken the first steps 
toward restructuring the economic system. The joint production contracting 
responsibility system has been implemented in the vast countryside. In 
cities, experiments were carried out in the expansion of enterprise autonomy. 
With a few years' experience behind us, we now begin to understand anew a host 
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of crucial issues. In particular we have clarified two concepts in both 
theory and practice. First, a planned socialist economy and commodity economy 
are not mutually exclusive. Socialism should also develop a commodity 
economy. Second, economic control should go hand in hand with the price 
mechanism. Economic planning can either be mandatory or serve as a guide. In 
October 1984 the 3d Plenary Session of the 12th Central Committee was convened 
which approved the "Resolution on Restructuring the Economic System." This 
resolution sets out some major decisions pertaining to various aspects of the 
restructuring of the economic system, including its significance, nature, 
direction, mission, principles, policies and methods. Systematically and 
profoundly it explains that the only way China can vitalize its national 
economy is to reform its existing economic management system. It presents to 
the whole party and to the entire people a blueprint for wholesale reform. 
The "resolution" breaks with outdated traditional ideas on some critical 
theoretical issues. It is a programmatic document that guides us as we 


restructure the economic system and build socialism with Chinese 
characteristics. 


Recently Comrade Deng Xiaoping repeatedly emphasized, "If we do not go in for 
reform, if we do not adhere to the open door policy, we will not be able to 
accomplish the strategic goals of economic development which we have set for 
ourselves. We must pursue reform and the open door policy. We must not 
change our minds. If we do, we will be doomed. I believe our policy will 
succeed." 


II. Reform And Its Results 


In line with the spirit of the CPC Central Committee, our province, like the 
rest of the nation, has gradually introduced a series of reforms since the 3d 
Plenary Session of the 11th CPC Central Committee and obtained remarkable 
results. 


Reform Begins in the Countryside and Gradually Spreads to the Cities 


In the countryside we have carried out a number of policies to lessen the 
burden on peasants and give them a respite from their hardships. Procurement 
prices for agricultural and sideline products have been raised and the family 
joint production contracting responsibility system has gradually been put into 
effect. At the same time, the people's commune system has bee overhauled; 
several hundred million mu of collectively owned land in barren, wooded and 
grassy areas in the mountains were contracted out to households. The 
ownership and raising of large livestock is now privatized. Inside state-run 
farms, tree centers, pastures and fishing grounds, family farms were set up 
and various forms of production responsibility systems instituted. Peasants 
are encouraged to dig a pond and keep fish or put up an orchard on the land 
contracted out to them. The number of rural country fair trade points was 
increased and urban agricultural markets were started. Peasants were given 
guidance and encouraged to go into mining on their own or in conjunction with 
other households. They were encouraged to enter the cities and set up their 
own businesses. Special policies were adopted for impoverished areas and 
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localities inhabited by minorities to speed up their economic and educational 
development. The abolition of the state monopoly over purchase and marketing, 
in particular, was warmly welcomed by the peasants. 


In cities, we began reform by zeroing in on the managerial autonomy of 
enterprises. We first tackled state-run industrial and commercial enterprises 
and then gradually moved onto commercial circulation, finance and other 
economic areas. There have been 13 major reforms since early 1979. 


(1) Actively experiment in enterprise autonomy expansion. At the beginning of 
the experiment, autonomy expansion essentially revolved around four aspects: 
first, expanding an enterprise's production planning power, ie., giving it the 
power to increase the output of popular products, to look for raw materials 
and to sell on their own products in excess of the planned target. Second, 
expanding its financial power. Specifically, an enterprise is now authorized 
to retain a portion of its profits in accordance with approved procedures and 
combine the three funds, namely, the depreciation, major repair and production 
development funds. Third, giving it a certain measure of power to reward and 
punish. In other words, the enterprise now has the power to use the reward 
fund in a reasonable manner and within approved limits. It can reward and 
promote workers with outstanding contributions and dismiss employees guilty of 
discipline violations or dereliction of duty. Fourth, giving it definite 
personnel autonomy. It is now empowered to determine its internal 
organizational setup and appoint and remove cadres at the middle level and 
below. Some enterprises also experimented with the election of workshop 
cadres and cadres at the factory level and implemented a system of work- 
related subsidies on a trial basis. After 1981, this experiment in enterprise 
autonomy expansion further developed into an economic responsibility system 
which combined responsibility and power with benefits. Last year, the State 
Council promulgated the "Provisional Regulations on Further Expanding the 
Autonomy of State-Run Enterprises" which gave large and medium-sized 
enterprises additional power and imposed an eight-tier progressive tax on 
small state-run industrial and commercial enterprises which can now be run 
like a collective enterprise under state ownership. Some may elect to switch 
to collective ownership while others are allowed to be rented out to 
collectives or individuals. 


(2) In restructuring the financial system, we began with four preliminary 
reforms. First, as far as the financial relations between the province and 
the state are concerned, we eliminated the shortcomings of centralized state 
control on expenditures and income. Instead we took 1979 as a base and worked 
out subsidies for a period of 5 years during which they were to remain 
unchanged. The second reform had to do with the financial system of the 
various regions, prefectures and municipalities. Parallel with the relations 
between the province and the state, we implemented a system of subsidies with 
regard to the four border nationality autonomous prefectures, Diqing, Nujiang, 
Dehong and Xishuang Banna. As for the other 13 regions, prefectures’ and 
municipalities, expenditures and revenues are differentiated with the excess 
income to be retained by the localities or divided between them and_ the 
province. Organizations at the provincial level are to be responsible for 
their own administrative expenses. Any income in excess of expenses can be 
kept by the organizations for their own use. By a variety of mechanisms, 
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enterprises have been given greater autonomy in the use of their own funds. 
They are made accountable for their own profits and losses. Based on the 
State Council's overall plan, we took the first steps toward replacing profits 
with taxes early last year. The next step occurred in late 1984 when a_ tax 
system on enterprises was written into law. As a result, enterprises have 
greater control over the use of their after-tax profits. Fourth, we 
experimented with a compensatory use system of fixed capital and circulating 
capital, thereby increasing the efficiency with which capital is used. 


(3) Wages and incentives. In 1978, we instituted in state-run enterprises a 
System under which bonuses were determined in accordance with a specified 
formula depending on the size of the overall payroll. This system applied 
when the enterprise had successfully fulfilled their state plan. In 1979, 
bonuses calculated in accordance with the enterprise's economic results were 
handed out in enterprises implementing pilot projects in autonomy expansion. 
In 1981, bonuses were made to fluctuate with the amount of profits turned over 
by an enterprise to the state. In this way a steady increase in state 
revenues was ensured, the principle of punishing laggard enterprises and 
rewarding good ones was realized and workers' enthusiasm for increasing output 
and hence income was mobilized. In 1983 we took yet another step forward by 
removing the ceiling on bonuses and taxing the excessive amount. Concerning 
the distribution of bonuses within enterprises, we introduced an array of 
methods, such as calculating bonuses in accordance with percentages, floating 
wages and piece rate wages, etc. This year we also demanded that enterprises 
relate their total payroll to their economic results as a way of reforming the 
wage system. 


(4) Reforming the leadership system in an enterprise. The factory director 
responsibility system under the party committee has replaced the factory 
director division of responsibility system under the party committee. In 
1982, the CPC Central Committee successively promulgated three sets of 
provisional regulations pertaining to the party committee in an enterprise, 
the factory director and workers' representative assembly respectively. The 
factory director began to assume overall responsibility for an enterprise's 
production and operational activities. One after another a majority of 
enterprises established workers' representative assemblies. A small number of 
enterprises also experimented with a factory director responsibility system 
under the leadership of the workers' representative assembly. Their 
experience paved the way for the implementation of the factory director 
responsibility system across the board this year. 


(5) An open circulation system which consists of a multitude of channels but 
fewer links is being tried out. At the same time as some businesses and 
enterprises experimented with autonomy expansion, 2 large number of 
agricultural and sideline products were being removed from the grip of the 
state monopoly over purchase and marketing. Instead the purchase and 
marketing of industrial articles of daily use is now governed by seven 
methods. They may be purchased by the state. They may be purchased by the 
state in accordance with a plan. They may be purchased in accordance with 
fixed quotas. They may be freely selected and purchased. hey may be bought 
and sold for the state on a commission basis. Industrial and commercial 
enterprises may come together for joint operations. Finally they may be sold 


14 








by the enterprise itself. The range of merchandise and scope of operations of 
retail businesses have also been broadened. Since last year the wholesale 
System has too been reformed with a reduction in the number of circulation 
links. In the future the state will rely mainly on state-run wholesale 
organizations to manage the market in accordance with a plan. At the same 
time, building on the existing two-grade stations, it will gradually establish 
a number of specialized trade centers, which, in turn, will lead to the 
establishment of comprehensive industrial product trading centers. The 
Kunming trade center plans to set up 12 commodity exchange markets. Supply 
and marketing cooperatives at the grassroots level have reverted to collective 
ownership from ownership by the whole people. Instead of being run »y the 
government, they are now privately-run. In addition, supply and marketing 
cooperatives have been set up in border nationality areas formerly lacking 
such facilities. 


(6) The co-existence of a multitude of economic forms and various operating 
methods. The state sector of the economy remains the dominant element, but 
more freedom is now given to the collective economy in the countryside and 
urban areas. The individual economy is also allowed to develop in an 
appropriate way. In the past few years we have liberalized our policy toward 
the collective economy. First, we have cut taxes and exempted some 
enterprises from taxation, going out of our way to help new enterprises and 
those set up to accommodate jobless youth. Second, we have raised the income 
tax exemption to 3,000 yuan. Third, we have either reduced or abolished 
contributions to the cooperation enterprise fund. Fourth, collective 
enterprises may use 10 to 15 percent of their after-tax profits as bonuses for 
distribution among their workers, provided no bonus exceeds a worker's 2-month 
wages. Policies on individual households were likewise liberalized. The 
provincial government has successively promulgated 10 regulations on the 
imposition of fees on individual industrial and commercial households. As a 
result, Yunnan's collective economy, particularly rural and township 
enterprises, has been able to make substantial progress. Urban and rural 
individual households and new economic joint organizations have mushroomed. 
As of mid-1985, there were 310,000 individual industrial and commercial 
households in Yunnan, consisting of 460,000 people. 


(7) Reforms in the planning and management system. The planned economy still 
takes center stage, but it is now supplemented by market regulation. The 
scope of command planning is being narrowed gradually while a large number of 
products now fall under guidance planning. Articles of daily use, meanwhile, 
are to be regulated directly by the marketplace and their prices decontrolled. 
In this way the state maintains its grip on products which impinge on the 
national economy while the marketplace has been able to play its part. Since 
last year there has been an ongoing effort to "decontrol" prices, expand the 
scope of guidance planning and make better use of the marketplace as a 
regulator. An enterprise can market on its own its output in excess of the 
quota in the plan. The prices of industrial means of production marketed 
independently by an enterprise are allowed to fluctuate within set limits. 
This year price control on certain agricultural and sideline products was 
further relaxed. On 1 April, we even adjusted the rates for vehicular 
transportation, now to be calculated in accordance with the route traveled. 
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Banking reforms. We have increased interest rates on deposits several times, 
expanded credit services, begun trust services and experimented with 
investment in capital construction projects and technical modernization. From 
1980 onwards, loans have been made ona trial basis to some sugar- 
manufacturing, light industry and textile enterprises which used to rely on 
state appropriations. For a fee they can now use the loans to make 
investments. In the process we solved the problem of insufficient state 
investments at a time when funds were desperately needed in some industries 
for development as well as increasing the efficiency with which funds were 
used. This reform has been instrumental in exploiting Yunnan's economic 
superiority in the cigarette and sugar industries. 


(9) Reforms in labor and personnel systems, including the decentralization of 
cadre management power. Last June the provincial government approved and 
circulated a provisional regulation drawn up by the provincial Labor and 
Personnel Department on the implementation of a labor contract system and 
demanded that all state-run enterprises, institutions and organizations adopt 
the contract system when they hired people covered by their labor plans, 
except in cases where one or two people were hired. In August 1984, the 
provincial party committee approved and circulated 14 comments by its 
organization department pertaining to certain issues on the cadre management 
system and decentralized cadre management power. Henceforth the provincial 
committee will concern itself only with the major leading cadres in 
provincial-level departments, various prefectures and _ municipalities, 
institutions of higher education and large enterprises. 


(10) Two reforms took place last year in the economic management system. 
First, the county (municipal) economic management power was further increased. 
The provincial party committee and the provincial government resolved that 
beginning in March this year, every county in Yunnan was to be responsible for 
finance, grains and major agricultural products. The planning and personnel 
management powers of counties were augmented. Second, provincial departments 
and bureaus would no longer run enterprises directly. In most cases, the 
management of provincial enterprises would be the responsibility of central 
cities. The purpose of this reform is to make better use of cities as 
economic centers and of provincial departments and bureaus as functional arms 
of the government. Furthermore, based on the principle of specialized 
cooperation, we have reformed the enterprise management system in the central 
cities on a trial basis and established specialized companies and joint 
enterprises. 


(11) Since last year, we have made the reform of the constructiot industry a 
pacesetter for urban reform and introduced four changes. First, establishing 
a system under which a person is held responsible for a project. Second, 
adopting open bidding for design projects. The unit which undertakes to do a 
project will be governed by a responsibility system complete with penalties 
and rewards. Third, adopting open bidding for engineering projects to break 
the monopoly in the construction industry. Fourth, applying to all 
enterprises in the construction and installations business a _ responsibility 
system with no ceiling and no minimum. 
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(12) The old closed economic system has experienced some preliminary 
changes. As we continuously deepened our understanding of the importance of 
the open door policy, we have also effected a transition to an open system by 
strengthening cooperation with other provinces, consolidating horizontal 
economic ties with various regions within the province and concluded a_ large 
number of import contracts with other nations, Hong Kong and Macao. The 
provincial party committee has also decided to relax restrictions on small- 
scale border trade, allow adjustments in trade volume depending on the actual 
circumstances, and decentralize the power to examine and approve applications 
for entry and exit permits. The old restrictions that limited trade between 
border people to within an area of 20 kilometers and below 20 yuan were set 
aside. Approval was also given for the establishment of three border markets 
at Mengding in Gengma County, Fengweiba in Zhenkang County and Wangkaba in 
Cangyuan County. 


(13) To implement the policy on intellectuals and improve salary and other 
conditions for scientific and technical personnel, Yunnan has reversed 
numerous unjust verdicts, cleared many people of fabricated charges and 
launched a job evaluation exercise. The province has reviewed and assessed 
the titles of 118,241 scientific and technical cadres of the rank of assistant 
engineer and above. In 1983, the provincial party committee and provincial 
government came up with 16 regulations to further improve the working, 
learning and living conditions of scientific and technical personnel and 
unleash their initiative. 


Reform Produces A New Phenomenon of Sustained, Stable and Balanced Development 
In The Yunnan Economy 


In recent years, the restructuring of the urban and rural economic systems in 
Yunnan has achieved striking results, powerfully mobilizing public enthusiasm 
for building socialism and setting free their production forces. The 
strategic breakthrough in rural reform, in particular, not only gave the rural 
economy a powerful push in the direction of commercialization, specialization, 
modernization, the comprehensive development of agriculture, animal husbandry, 
forestry and fishery, and the integrated development of agriculture, industry 
and transportation, but also effectively propelled the restructuring of the 
urban economic system and the entire national economy. Things are getting 
better each year. 


The province's economic development situation in 1984 was the best ever since 
the 3d Plenary Session of the 11th CPC Central Committee. Total industrial 
output value, which was only 3.059 billion yuan (in 1970 constant prices) in 
1976, burst through the 10 billion yuan barrier to reach 10.86 billion yuan, 
up 15.5 percent over 1983. This is a major achievement on the industrial 
front, the result of many years of struggle by vast numbers of cadres and 
workers. Total grain production exceeded 20 billion jin and hit 20.1 billion 
jin, a net increase of over 1 billion jin, another remarkable feat. For years 
the province's grain production stubbornly hovered around 15 billion jin. How 
eagerly did everybody look forward to food self-sufficiency. Today, although 
our per capita grain supply was only 600 jin, still a good distance from the 
national average of 800 jin, we have come a long way from the days when we 
often wondered where the next meal was going to come from. Government 
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revenues reached 1.97 billion yuan, an increase of 14.9 percent over the year 
earlier, and a jump of close to 2.9-fold over the 1976 figure of 508.33 
million yuan. Total industrial and agricultural output value of the province 
reached 18.3 billion yuan, for an average annual increase rate of 11.1 percent 
for the past 4 years. National income was 12.2 billion yuan, for an average 
annual increase rate of 11 percent. The value of social commodity retail 
sales stood at 7.37 billion yuan, for an average annual increase rate of 14 
percent of the past 4 years. Total agricultural output value has _ been 
expanding at the average annual rate of 10.2 percent during the same _ period. 
Turning to industry, the output values of light industry and heavy industry 
have been growing at the average annual rates of 14.7 percent and 9.3 percent 
respectively. In other words, agriculture, light industry and heavy industry 
have been developing in a fairly coordinated way. In 1978 the overall labor 
productivity of industrial enterprises owned by the whole people was a mere 
7,779 yuan. By 1984, however, it had soared to 11,849 yuan, no mean feat. 
Since the 3d Plenary Session of the 11th CPC Central Committee, the ratio 
between accumulation and consumption has achieved a degree of rationality. In 
1978, the accumulation rate was 34.6 percent. After 1981, the accumulation 
rate has basically been contained at about 30 percent (29.4 percent in 1981, 
29.8 percent in 1982, 28.9 percent in 1983 and 31.6 percent in 1984.) This 
kind of accumulation rate is in line with the province's realities. Yunnan's 
closed economic system has taken the first steps toward becoming an open 
system. Since the 3d Plenary Session of the 11th CPC Central Committee, 
Yunnan has successively concluded contracts and agreements with over 10 
countries and regions. This year alone we have clinched deals worth $300 
million. In addition, the province has launched 3,509 economic and technical 
cooperation projects with 19 provinces, autonomous regions and municipalities 
directly under the central government, which are expected to raise funds 
totalling 300 million yuan for the province. According to data from 32 
enterprises which have carried out such projects, their annual profits have 
increased by almost 30 million yuan. In Chuxiong Prefecture, nine enterprises 
receiving aid doubled their output value and profits in less than 1 year. 
Today all regions, prefectures, municipalities and counties are full of 
enthusiasm for the open door policy and economic cooperation. Of the 
localities, 17 regions, prefectures and municipalities and 57 counties have 
established agencies specializing in cooperation, many of which have issued 
announcements declaring an open door policy, introducing their strengths and 
publicizing preferential policies aimed at attracting capital, technology and 
qualified personnel. 


The livelihood of the masses, whose earnings have been rising every year, has 
been improving continuously. According to a sample survey by the statistics 
department on 610 peasant families in different parts of the province, per 
capita income in 1984 was 310.4 yuan, 43.8 yuan more than in 1983. A study by 
the provincial agricultural bank on 570 households shows that per capita 
income in 1984 was 296.29 yuan. All this proves that the standard of living 
of the masses of peasants has visibly improved. Using a variety of 
approaches, the province placed altogether 310,000 unemployed people in jobs 
over the past 4 years, or almost 80,000 per year, thereby reducing the average 
number of dependents per worker from 2.03 in 1980 to 1.8 in 1984. The total 
wages of a worker at an enterprise ov‘ed by the whole people have been rising 
at an average annual rate of 9.7 percent. In 1984, workers' per capita 











earnings from wages reached 1,049 yuan, an increase of 267 yuan over 1980. 
Although the workers' cost of living index has been going up fairly rapidly, 
the real income of every worker still comes out ahead, as borne out by the 
excess of demand over supply for high-grade consumer goods. Savings deposits 
in both urban and rural areas, which have been increasing continuously, were 
worth 2.2 billion yuan at the end of 1984, up 37.5 percent over the end of 
1983, or 3.2-fold over 1980. The figure of 2.2 billion yuan rose a further 
440 million yuan by the end of June 1985. Studies show that in the first half 
of this year, per capita savings deposits in urban and rural Kunming reached 
565 yuan. An unprecedented phenomenon has appeared: it is not easy to deposit 
one's money in a bank, and the public has been critical of the need to join 
long queues in order to make a deposit. In 1984 new housing construction in 
the province amounted to over 14 million square meters, of which more than 11 
million square meters are rural housing. Over 210,000 peasant households 
built new houses, another eloquent piece of evidence that people nowadays are 
living better. 


The changes in the countryside and in the cities brought ab. ut by reform are 
there for all to see. The people have benefited in tangible, practical and 
concrete ways. In their heart of hearts the masses are grateful for the 
party's sound policies. Examples of profound changes are too numerous to be 
mentioned one by one here. There was a village in Gudixiang, Gudi District in 
Binchuan County which was dubbed "Gandicun" because it suffered from drought 
year in year out. A few years back the village was dirt poor; of the 20 
households in the village, half were "impoverished households." Since last 
year, it has been adjusting its product mix. This year per capita income went 
up more than 100 yuan over last year, recently 9 families were putting up new 
houses, and 12 households purchased large livestock. Even the “impoverished 
households" have bought watches and radios. Reform has brought hope and 
vitality to enterprises. The Tonghai County Arts and Crafts Factory is a 
small collective enterprise with an output value of merely 120,000 yuan in 
1980. Last year, however, it boosted its output value to 7.26 million yuan, a 
rare achievement among collective enterprises in Yunnan, and was commended by 
the provincial leadership. Kunming Plate Glass Factory operated in the red 
for 9 consecutive years before 1979, a heavy burden for the enterprise. After 
the 3d Plenary Session of the 11th CPC Central Committee, the provincial 
government made the factory a test site for its experiment in enterprise 
autonomy expansion. That very year, 1979, the enterprise turned itself around 
and came up with a profit instead of a loss. As reform become more and more 
far-reaching, its output also went up year after year, as did its economic 
results. By 1984, the plant has finished 1,239,000 crates of plate glass, 
exceeding the state target by 21.4 percent, and earned 10.3 million yuan in 
profits. Overnight it became one of the enterprises in the province with 10 
million profits. 


Since the beginning of this year, our province has conscientiously been 
implementing Circular No 1 (1985) of the CPC Central Committee and Comrade Hu 
Yaobang's important instructions which he gave us when he toured Yunnan. 
Driven by party rectification and reform, the province's economy has continued 
to grow in a sustained, stable and coordinated way. The restructuring of the 
rural economic structure has borne its first fruits. A sample survey 
conducted by the statistics agency earlier this year on 2,400 peasant 
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households shows that the per capita cash income among peasants has risen 
noticeably in the plains, semi-mountainous and mountainous regions over the 
corresponding period in 1984, from 120.86 yuan to 163.35 yuan, from 86.25 yuan 
to 118.97 yuan, and from 62.83 yuan to 75.21 yuan respectively. Moreover, the 
earnings of peasants who have gone into the building and tertiary industries 
have gone up markedly. Jinding District in Lanping County, for instance, was 
an infertile and impoverished mountain area. This spring it drew up a plan to 
get rich, and while basing itself on grain production, made a concerted effort 
vo develop cash crops, aquaculture and late autumn cultivation. Although it 
was plagued first by drought and later flood, it still managed to increase 
total late autumn grain output by 2 percent compared with the year earlier. 
At the same time, it has organized a 2,000-member labor force to undertake 
mining in the mountains and started various projects in an array of 
industries, but mostly in transportation, building and commercial services. 
By broadening the avenues to wealth, it has achieved a remarkable record. In 
the first half of 1985, the entire area's rural economy took in 3.35 million 
yuan in earnings, an increase of 75 yuan per capita. For the province as a 
Whole, total industrial output value for the first half of 1985 reached 5.96 
billion yuan, a rise of 18.9 percent over the corresponding period in 1984. 
Moreover, we succeeded in accomplishing more than half of our tasks in over 
half the time. Within the industrial sector, light industrial output value 
grew 21.8 percent, faster than that of heavy industry. Collective industry 
expanded 26.7 percent, faster than industry owned by the whole people. Rural 
and township enterprises grew even more rapidly, more than doubling their 
output value over the first half of 1984. As for state enterprises, their 
output value, sales earnings, profits realized and profits turned over to the 
state are estimated to have risen by 21 percent, 22.8 percent, 36.7 percent 
and 27 percent respectively and will continue to advance at the same pace. 
Government revenues reached 1.11 billion yuan, an increase of 28.3 percent. 


Comrade Zhao Ziyang has pointed out in the "Instructions on Drawing Up 
Proposals for the ‘Seventh 5-Year Plan,'" "The primary purpose of our economic 
work in the past was to keep the people fed and clothed. Today the 
consumption pattern and industrial structure have changed considerably. As a 
vital stage in the improvement of China's economic standard, the days ahead 
will see the beginning of a shift from the staving off of hunger and cold to 
the pursuit of a moderately comfortable standard of living so that our people 
can be relatively well off by the end of the century." Experience proves that 
reform is in line with the basic interests of the vast majority of the people 
in the province and is therefore supported by the various nationalities. 
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III. How To Interpret And Solve The New Issues Which Have Emerged During 
Reform 


The Situation In The Past Few Years Has Been The Best Ever Since The Founding 
of the PRC 


That we have been able to obtain the above achievements is because we 
conscientiously implemented the resolutions of the CPC Central Committee on 
restructuring the economic system, carried out thoroughgoing reforms, opened 
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ourselves up to the world and invigorated the domestic economy. The situation 
brought about by reform has indeed been excellent, better than expected. But 
the aim of reform is to build a dynamic, vital socialist economic system with 
Chinese characteristics, a formidable and complex piece of social engineering 
and a revolutionary change. This social change has no existing model to copy. 
We can only explore and review our experience as we go along. Talking to 
foreign visitors about China's economic reform, Comrade Deng Xiaoping said, 
"Of course, there will be twists and turns, even mistakes of varying degrees 
of gravity, in the course of reform, but that does not matter. As soon as we 
make a mistake, we will correct ourselves. If one approach does not work, we 
will try another." 


As reform became more thoroughgoing, many problems have indeed appeared. For 
instance, there are energy and raw material shortages. Transportation and 
communications have come under intense pressure. Our industrial structure and 
product mix are not rational enough. Since the second half of 1984, 
particularly since the four quarter, industrial production has been rising too 
sharply, capital investments too high and expansion in credit and consumption 
becoming overheated. Some prices increases have been excessive. In short, 
new elements of instability have emerged in our economic life. These problems 
are clearly objective facts. Certain party and government organs and their 
cadres have set up phony companies under various labels by virtue of their 
public authority, bought and resold at a profit commodities in short supply, 
and engaged in fraudulent practices for selfish ends. Some state-run 
industrial and commercial enterprises have jacked up the prices of their mer- 
chandise at will. All these and other unhealthy trends have provoked strong 
public reactions and severe criticisms, and rightfully so. 


What then are we to make of the present situation? Is it good or bad? We 
must assess it correctly. How to analyze a situation is a big part of 
Marxism. Correct principles and policies spring from the correct analysis of 
a situation. Since the 3d Plenary Session of the 11th CPC Central Committee, 
the party has analyzed the situation realistically and soberly and pui forward 
correct policies. Like the rest of the nation, Yunnan's situation has been 
the best ever since new China was founded. The economy turned out to be 
stronger than expected. The masses’ standard of living has gone up 
measurably. Unemployment, an intractable problem for years, has _ been 
successfully resolved. Stability and unity are being consolidated by the day. 
The reform is proceeding in the right direction and things are looking up. 
This is the essence of the present situation. If we fail to see that, we will 
lose confidence and become confused. Moreover, we should see that whatever 
problems existing at the moment are problems which have arisen in the course 
of progress. Compared to our remarkable achievements over the past few years, 
they are relatively minor. Some of them are unavoidable during reform and can 
be solved only through reform. Others happened because a particular measure 
was not carefully thougnt out beforehand or because after-the-fact 
investigation was less than therough. We should learn from these mistakes. 
We must remain clear-headed. When we are blind to problems and difficulties, 
we may also make mistakes -- through incaution. There was a time in the past 
when we were sober as long as things were rough and became unrealistically 
optimistic once the situation got better. This lesson we must bear in mind. 
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On the other hand, we must not overemphasize the existing problems so much 
that we forget the chronic maladies under the old system. Consider this: What 
would we have done had there been no reform? Going back to the old days when 
we clung to the iron rice bowl and spent our days in poverty? That will not 
do. Stagnation and adherence to outworn ideas offer us no future. Even more 
hopeless is retreating as soon as we run into difficulties. We must have the 
courage to face up to problems which have emerged in the course of reform, 
adopt decisive measures aimed directly at them, and energetically search for 
solutions. Only such is the attitude of a communist. Some comrades are 
worried that our reform will lead to capitalism. That certainly will not 
happen. Comrade Deng Xiaoping told the National Party Congress, "We insist on 
two basic principles throughout reform: that the socialist economic system of 
public ownership remains our mainstream, and that we prosper together." As 
long as we adhere to these two principles, we will be able to ensure that 
socialism will not regress into capitalism. 


Unstable Elements in Economic Life Can Be Removed Gradually 


What is to be done about the existing problems? First, we must persevere with 
reform, especially the strengthening of macroeconomic control and management. 
Second, we must firmly stamp out the unhealthy trends. 


Reform is the self-improvement and self-development of China's socialist 
system. Each and every one of our reforms has advantages and disadvantages; 
there is just no perfect reforn. In the process of reform, old problems are 
got rid of only to be replaced by new ones. The only thing we can do is to 
tackle the new problems one by one as we gradually make our reform more far- 
reaching and better over time. Microeconomic invigoration is reform, as is 
macroeconomic management. In the past we understood little about the latter, 
hence we need to emphasize it now. The strengthening of macroeconomic control 
and management is also motivated by a desire to develop the excellent 
Situation and ensure the smooth progress of reform and development. In the 
earlier period, we have done much to control the scale of investments in fixed 
assets, essentially the size of capital projects, the rate of growth of 
industrial output and consumption and to strengthen tax collection, credit and 
foreign exchange control. The economic situation from last January through 
August was better than expected. Problems which appeared for a while since 
the last quarter of 1984 -- sharp increases in investments in fixed assets, 
consumption and credit; excessive price hikes and the drop in the nation's 
foreign exchange reserves -- have slowly been brought under’ control. 
Industries which have been growing inordinately fast have slowed down; the 
growth rate of enterprises owned by the whole people, in particular, has 
returned to normal. All this demonstrates that problems are being solved. 


The New Unhealthy Trends Are Not Caused By Reform 


The healthy development of our great reform movement hinges on the correction 
of the unhealthy trends, which therefore must be given full attention. Now 
some comrades believe that these trends are caused by reform. They are 
mistaken. The new unhealthy trends has both historical and immediate roots. 
Their historical roots are the various lingering decadent ideas inherited from 
the feudal exploiting class of the old society. Their immediate cause are the 
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invasion by corrupt foreign capitalist ideas and practices at a time when the 
country is being opened to the world. But essentially the new unhealthy 
trends are caused by something else. First, some of our party organizations, 
weak and lax, have neglected ideological and political work and the 
construction of the spiritual civilization. As a result, some party members 
and cadres lacking in party spirit were corrupted by decadent feudal and 
bourgeois ideas and, taking advantage of the opportunities provided by reform, 
indulged in an orgy of wrongdoing. Second,the present reform movement covers 
a vast area, from the economic base to the superstructure and including 
ideology, and involves very complex issues. The dismantling of old rules and 
regulations and the establishment of new ones requires a period of time. 
Meanwhile, reform's own imperfections often manifest themselves as loopholes 
and gaps readily exploited by those people eager to abuse their public office 
for private gains. There is no inevitable cause-effect relations between the 
present unhealthy trends and reform. If all party members and cadres take a 
firm party stand politically and ideologically, make stringent demands on 
themselves in accordance with the party's goals, recognize and resist all 
Kinds of behavior that abuses public office for personal gains, then the 
remnants of the feudal ideology, decadent bourgeois ideas, the imperfections 
of reform and so on will in no way lead to the spread of unhealthy trends. 
Amid reforms to invigorate the economy, Comrade Ma Shengli [7456 0524 0448] of 
the Shijiazhuang Municipal Paper Products Company in Hebei upheld the party 
principles and correctly tackled the relations between the enterprise and the 
state, between the enterprise and consumers, between the enterprise director 
and the party organization, and between the director and the masses. He deals 
with matters involving public and private interests uprightly and properly and 
insists on using the power conferred by the party and the state to benefit 
society and the people. Never does he use the power to benefit himself or a 
small group. In this way he succeeded in earning the public trust and 
ensuring the smooth progress of reform. This example proves that as long as 
our party members, especially party cadres, act according to party principles 
even while they reform, and conscientiously relate their own particular piece 
of reform to the overall reform movement, reform will proceed successfully and 
will not lead to any unhealthy trends. Hence we say that it is incorrect to 
attribute the new unhealthy trends to reform. 


In the course of correcting the unhealthy trends, we must also take pains to 
identify new problems, new phenomena and new methods which have emerged during 
reform and errors due to inexperience, and distinguish them, on the one hand, 
from the unhealthy trends, on the other. As pointed out by the Discipline 
Inspection Commission of the CPC Central Committee in a relevant document, 
"Some problems arise from inexperience and jurisdictional confusion. Some 
arise from individualism, a lack of consideration for the general interest and 
an exclusive concern with special interests. And some are violations of the 
law, pure and simple. At issue here are questions of understanding, ideology 
and ideological quality as well as trouble-making and sabotage by lawless 
elements." Therefore we must distinguish between problems caused by a lack of 
experience and unhealthy trends resulting from people taking advantage of 
reform to engage in illegal activities. We must not dismiss as_ unhealthy 
trends practices and behavior which contribute to the sound development of 
reform. Party committees and discipline inspection commissions at all levels 
must make detailed investigations and analyses to unravel the cause and effect 
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of a problem. Was the mistake committed for the sake of reform or to benefit 
the interest of an individual or a small group? Did it occur because there 
were no clear regulations or because someone deliberately ignored the rules 
and knowingly broke the law? In short, we must stamp out the unhealthy trends 
in order to further reform, but in a way which will preserve the public's 
enthusiasm for reform. 


IV. Current Major Reform Tasks 


The “Seventh 5-Year Plan" period is a critical time for the wholesale 
restructuring of our economic system. Of the four basic guiding principles 
laid down by the CPC Central Committee for social and economic development 
during the "Seventh 7-year Plan," the very first one emphasizes that "we make 
reform our top priority and ensure that reform and development adapt to and 
promote each other." Explaining the three major tasks for this. period, 
Comrade Zhao Ziyang also put reform at the top of his list and stressed that 
it is the most important. So it can be seen that our No 1 task today is 
reforn. 


It is an arduous task. When we say wholesale reform, we include the 
restructuring of the city-based economic system and reforms in the way we 
manage science, technology and education, among other things. As far as 
restructuring the economic system is concerned, we must come to grips with 
three major issues: invigorating enterprises, building a commodity market 
system and perfecting indirect control mechanisms. 


Further Enhancing The Vitality of Enterprises 


A condensed manifestation of the myriad ills afflicting the present economic 
system is the absence of vigor in our enterprises. In recent years, while 
small state-run enterprises and collective enterprises have shown more 
dynamism, few large and medium-sized enterprises owned by the whole people 
have really been invigorated. Yet such enterprises are the most vital and 
decisive element in the national economy. Numerically, large and medium-sized 
state-run industrial enterprises account for only 2 percent of all the 
nation's enterprises, but their fixed assets, profits and taxes constitute 
over 60 percent of the national total. The same pattern applies to Yunnan. 
Our 186 large and medium-sized industrial enterprises account for 70 percent 
of the province's total industrial output value and generate 86 percent of the 
revenues collected by the provincial government. It is exactly for this 
reason that the invigoration of enterprises, especially large and medium-sized 
enterprises, is the linchpin in the restructuring of the economic system. 
Toward that end, we msut first direct enterprises' attention inward. Instead 
of looking upward and outward and focusing solely on the state, consumers and 
users, they must make good use of the various kinds of autonomy conferred by 
the state to improve management and operations, speed up technical 
modernization, tap potential, continue to implement the internal economic 
responsibility system, pay attention to the material interest principle, 
strengthen ideological and political work and mobilize the enthusiasm of 
producers and workers. Second, we must do our best to improve the external 
conditions under which enterprises operate. For example, we must adhere to 
the principle of separating enterprises from government, further simplify 
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administration and decentralize power, reduce their regulatory taxes 
appropriately depending on individual circumstances, and firmly prohibit the 
indiscriminate apportioning of expenses and fund-raising among enterprises to 
lessen their burden. A combination of internal and external efforts will 
enable enterprises to become genuine socialist commodity producers and 
operators which are dynamic and relatively independent, enjoy managerial 
autonomy and assume responsibility for their own profits and losses. 


Develop A Planned Socialist Commodity Market And Gradually Perfect The Market 
System 


The establishment and development of a socialist commodity market system is an 
objective need of the development of a planned commodity economy on the basis 
of a system of public ownership. This need includes more than the kind of 
need we are familiar with: the need to establish an open commodity circulation 
system which accommodates different economic forms and consists of a multitude 
and channels but fewer links; the need for industrial and commercial 
enterprises owned by the whole people, materials supply and marketing agencies 
and cooperatives to play an active part in market regulation; the need for 
industry and commerce administration agencies to strengthen market management 
and the need to expand energetically the production information market at a 
time when the consumer market is being expanded and so on. Even more vital is 
the need to reform the price system and price management system and gradually 
bring about a price system in which the prices of a minority of commodities 
and services are planned while those of the majority of commodities are 
allowed to float or completely decontrolled. In this way we will be able to 
make better use of prices as a regulator of production, circulation and 
consumption. In tandem with the development of a commodity market, we must 
also create a capital market, a technical market and a labor market. Only 
with the formation and gradual perfection of a socialist market system can the 
market mechanism be the driving force of the development of the socialist 
commodity economy that it is. 


Perfect The State's Control Mechanisms, Primarily Indirect Control Mechanisms, 
With Regard To Enterprises 


The perfection of indirect control mechanisms is a new issue which must be 
tackled urgently if sound macroeconomic control is to be a part of the 
national economy. We used to manage enterprises with direct control. Now we 
must replace that with essentially indirect control. In other words, we must 
rely mainly on economic and legal mechanisms, together with the necessary 
administrative means, to strengthen indirect control on economic activities on 
the macroeconomic level. This requires a wider use of such economic tools as 
prices, interest rates and tax rates, anda greater effort to formulate a 
series of economic laws, establish and strengthen economic supervision and an 
economic information network, and augment the functions of such agencies as 
those in banking, taxation, auditing, statistics, testing, standards, 
industrial and commercial administration and social notarization. The 
establishment and perfection of a macroeconomic indirect control system, 
including a planning system, economic leverage system, economic legislation 
system and economic organization system, is an important hallmark of the basis 
of the new economic system. 
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The intensification of enterprise vitality, the formation of a commodity 
market system, the perfection of indirect control mechanisms -- these three 
elements are closely interwoven and form a coherent whole. Once we master 
them, we will have basically laid the foundation for a dynamic, vital 
socialist economic system with Chinese characteristics. 


Since the 3d Plenary Session of the 11th CPC Central Committee, Yunnan's 
economic front has carried out preliminary reforms. Without a doubt’ the 
splendid economic situation in the province -- simultaneous increases. in 
industrial output, sales earnings, profits realized and government revenues 
for 4 or 5 consecutive years -- has a lot to do with the preliminary reforms 
in the economic system. To keep up the present excellent situation, we must 
carry on with our reforms resolutely and score new reform victories 
continuously. 


In a recent speech, Comrade Hu Yaobang said, "We are in the middle of 
wholesale reform. And reform is something which affects us most intimately. 
Even as we reform all kinds of systems, we must change our own ideas, ways of 
thinking and mind-sets which are incompatible with the times so that our 
ability to understand and our work will be more suited to the needs of the 
party and people." To do so we must conscientiously study instructions by the 
CPC Central Committee and State Council and national party congress documents, 
correctly understand the essentials and nonessentials in the current 
Situation, relate the ideas of the masses to the spirit of the Central 
Committee and adapt our mentality anc way of doing things to the needs of the 
new situation. Only thus can the restructuring of the economic system in 
Yunnan develop healthily in the right direction. 


Reform is also history in the making. In the present reform movement, the 
people of all the great Chinese nationalities are writing a new and glorious 
chapter in China's history. Therefore reform is not the doing of a minority 
of people, but the history-making undertaking of the broad masses. Every 
Chinese citizen, not to mention every cadre, every CPC member, should throw 
himself into the reform movement enthusiastically, concern himself with it and 
support it. Instead of being a bystander, he must feel a sense of 
responsibility for it. Instead of distancing himself from it, he _ should 
always ask himself what he has done for it. 


In short, if only the vast numbers of cadres and the masses plunge themselves 
into the mighty torrent of reform and have the courage to experiment and 
explore in the direction pointed out for us by the CPC Central Committee, our 
reform movement will succeed. 
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16 June 1986 


PROVINCIAL AFFAIRS 


SHANGHAI MAYOR GIVES 5~-YEAR PLAN REPORT 
0OW210527 Shanghai WEN HUI BAO in Chinese 5 May 86 pp 1-3 


[Report on Shanghai's Seventh 5-Year National Economic and Social Development 
Plan--by Shanghai Mayor Jiang Zemin at the Fifth Session of the Eighth 
Shanghai Municipal People's Congress on 25 April 1986] 


[Text] Fellow deputies: 


At the request of the Shanghai Municipal People's Government, I am going to re- 
port on Shanghai's Seventh 5-Year National Economic and Social Development Plan. 
Please examine it, along with the plan itself, which has already been given to 
you. 


I. A Review of the Work Accomplished During the Sixth 5-Year Plan. 


According to Shanghai's Sixth 5-Year Plan, approved by the First Session of the 
Eighth Shanghai Municipal People's Congress during the 1981-1985 period, 
Shanghai had to continue to implement the principles for readjustment, re- 
structuring, consolidation, and improvement. Around the central task of 
achieving better economic returns, ensuring steady production growth, and 
achieving the target for state revenue, Shanghai had also to create a new 
situation for opening to the outside world and promoting internal cooperatton, 
and to create conditions for further growth during the Seventh 5-Year Plan. 
Thanks to the guidance of the party Central Committee and the State Council, 
support from fraternal provinces and municipalities, and the efforts exerted 

by the people of Shanghai during the past 5 years, the mission was successfully 
accomplished. 


In 1985, Shanghaa's gross national output reached 46.7 billion yuan, represent- 
ing a growth of 54.4 percent over 1980 and an average annual growth of 9.1 
percent; gross industrial and agricultural output reached 89.3 billion yuan, 
representing an increase of 44.2 percent over 1980 and an average annual growth 
of 7.6 percent. Personal income reached 40.7 billion yuan, representing an 
increase of 49.8 percent over 1980 and an average annual growth of 8.4 percent. 
The municipality's revenue reached 26.39 billion yuan, representing an increase 
of 32.7 percent over 1980 and an average annual growth of 5.8 percent. This 
economic growth was faster and better than anticipated. 
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During the Sixth 5-Year Plan, industrial and agricultural productéton continued 
to grow steadily. Because of increasing output and variety of consumer goods 
and nonstaple food, the market had an ample supply of goods the public needed. 
Compared with 1980, the output of television sets, tape recorders, refriger- 
ators and washing machines for household use increased several times, ssome- 
times more than a hundredfdéld, in 1985. The output of vegetables, poultry, 
eggs, dairy products, and freshwater fish also increased significantly. 

Urban and rural markets alike were thriving and brisk. 


During the Sixth 5-Year Plan, Shanghai invested an aggregate 35.1 billion yuan 
in fixed assets. The investment was 2.6 times higher than that of the Fifth 
5-Year Plan. Construction of major projects proceeded quickly. The first- 
Stage construction of the Baoshan Iron and Steel Complex and the second-stage 
construction of the Jinshan Petrochemical Complex were completed ahead of 
schedule and put to test operation. 


Also commissioned were a great number of large and medium-size mainstay 
projects, including the container wharf of Shanghai Port's Zone No 9. New head- 
way was made in transforming the technology of a large number of enterprises. 
The construction of urban infrastructure began to gain momentum. During the 
5-year period, Shanghai spent 5.15 billion yuan on developing communications 
and transportation, posts and telecommunications, energy, and other public 
facilities. The expenditure was 84.5 percent more than that spent during the 
Fifth 5-Year Plan. The volume of passenger and cargo transportation and of 
postal and telecommunications services were growing. Shanghai Port has become 
one of the world's largest seaports, whose annual handling capacity has ex- 
ceeded 100 million metric tons each. 


Scientific and technological work, education, public health, cultural activ- 
ities and sports continued to develop. During the 5-year period, over 5,000 
scientific and technological achievements were recorded. The enrollment in 
schools of higher education grew at an average of 12.7 percent annually. 
Secondary vocational, technical, and adult education also achieved significant 
development. Accomplishment in certain areas of medical technodogy reached the 
advanced world level. New successes were achieved in such areas as journalisn, 
publishing, radio and television broadcasting, literature and art. A large 
number of artists and athletes won great honors for the country and Shanghai 
with their outstanding performances in tournaments at home and abroad. 


During the Sixth 5-Year Plan, the people's living standards improved notice- 
ably. After adjustment for price rises, a worker's average income in 1985 
was 38.2 percent higher than in 1980, and the peasants’ average per capita 
income increased by 62 percent. By the end of 1985, bank savings by urban and 
rural inhabitants had reached 7 billion yuan, an increase of 2:3 times over 
that recorded at the end of 1980. During the 5-year period, urban and rural 
inhabitants’ actual consumption grew by an average of 7.1 percent annually, 
higher than the anticipated 4 percent. The people's consumption pattern also 
changed significantly. More money was spent on clothing. Thanks to the com 
pletion of living quarters with a total floor space of 20.25 million square 
meters during the 5-year period, 170,000 families who had housing difficulties, 
and nearly 160,000 other familées had their living conditions improved. 
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During the Sixth 5-Year Plan, exchange and cooperation with foreign countries 
continuously expanded. By 1985 Shanghai had established economic and trade 
relations with 160 countries and regions, had formed friendly ties with 14 
cities in 12 countries, and had expanded its scientific, technological, and 
cultural exchange with foreign countries. Visitors and tourists in Shanghai 
have increased each year; Shanghai received 600,000 foreign guests and 
tourists in 1985, a 190-percent increase over 1980. 


During the Sixth 5-Year Plan, Shanghai strengthened the legal system, cracked 
down on serious crime in general and serious economic crime in particular, 

and tackled such problems in a comprehensive way, thus bringing about a notice- 
able turn for the better in public order. 


Shanghai has made tremendous achievements in socialist modernization over the 
past 5 years, during which the economy in the municipality has changed from a 
semiciosed to an open economy. This is a strategic change. At the same time, 
urban construction has been accelerated, and the people's living standards 
have noticeably improved. All this has laid a foundation for Shanghai's 
transformation and vitalization. The political and economic situation in 
Shanghai, like that in other parts of the country, is one of the best since 
the founding of the PRC. Practice has effectively proved the correctness 

of the line, principles, and policies laid down by the party since the 3d 
Plenary Session of its llth Central Committee. 


In the past 5 years, we have paid particular attention to our work in the fol- 
lowing three aspects while implementing a series of major principles and 
policies laid down by the party Central Committee and the State Council: 


1. Readjusting the Economy and Consolidating Enterprises to Put Our Economic 
Work on the Correct Course for Improving Economic Results. 


When the Sixth 5-Year Plan was just put into practice, the party Central 
Committee laid down the major policy of "Making further economic readjustment 
and bringing about further political stability" and set the requirements for 
better economic results. In the course of economic readjustment, there were 
shortages of products on the market and insufficient product-on tasks for 
heavy industrial enterprises in Shanghai for a time. While inspecting 
Shanghai's work in July 1981, Premier Zhao Ziyang gave us important instruc- 
tions on eccnomic development and technological progress in the municipality. 
Keeping in mind Shanghai's realities and its market situation, we implemented 
the "Six-Prtority" policy measures for the development of light and textile 
industries. As a result, the pace of improving product quality and making 
new generations of products in light and textile industry has been acceler- 
ated, andthe output of quality and famous-brand consumer goods for daily use 
has doubled and redoubled. At the same time, we have readjusted the product 
mix in heavy industry and oriented it toward serving the technical transforma- 
tion of light and textile industry and agriculture. Through such readjust- 
ment, production in heavy industry has steadily increased. The economic struc- 
ture in Shanghai's suburbs and rural areas has also been readjusted. As a re- 
sult, agricultural production has remained stable and has embarked on the 

path of joint operation and coordinated development. Meanwhile, more than 
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4,000 state enterprises and over 5,000 collectively owned enterprises have 
been thoroughly consolidated group by group at different times, thus improving 
their quality and economic results. Through readjustment and consolidation, 
the ratio between light and heavy industry has become rational. The propor- 
tion of tertiary industry in the gross national product increased from 21.1 
percent in 1980 to 26 percent in 1985. Economic growth has remained steady. 


2. Persistently Carrying Out Reforms and Opening to the Outside World to 
Adapt the Economic Structure to a Planned Commodity Economy 


During the Sixth 5-Year Plan, acting on the central authorities’ policies 

of carrying out reforms and opening to the outside world, we have practiced 
the output-related system of contracted responsibility, reformed the system of 
fixed quotas for state purchase of agricultural products, on fixed quotas, and 
accomplished the task of separating administration from commune management; 

we have developed more than 4,000 specialized households and integrated econ- 
omic establishments of various types. Such specialized households and inte- 
grated economic establishments are playing a positive role in improving econ- 
omic results, promoting commodity production, and invigorating rural trade. 
The reform of the urban economic structure has been gradually developing while 
seeking ways to do things better in this regard. Enterprises have been in- 
vigorated by giving them greater decisionmaking power, allowing them to retain 
a portion of their profits, and substituting taxes for delivery of profits to 
the state. Thus, the enterprises now have their responsibilities, rights and 
interests in planning, production, supply, marketing, labor and personnel 
matters. In enterprises, various forms of responsibility system have been in- 
stituted. The system of responsibility by the factory director (or manager) 
has been practiced on a trial basis in more than 600 enterprises. To increase 
enterprise vitality, experiments on the reform of the enterprise wage system 
have been conducted on the principle of distribution according to work. In 
commodity circulation, we have been engaged in an open-type of operation and 
management, incorporated seven Class 1 wholesale stations into municipal 
corporations, set up more than 400 market places, and decontrolled prices 

of non staple foodstuffs and small commodities. Thus, a multichannel system 
of circulation with few intermediate links is taking shape. With the deepen- 
ing of the reform and the invigoration of the economy, we have developed the 
collective and individual economies and the economy characterized by joint 
ventures using Chinese and foreign investment and enterprises operated exclu- 
sively with foreign investment, with the economy under the ownership of the 
whole people as the leading factor. Moreover, in accordance with the CPC Cen- 
tral Committee's decision on the reform of the science and technology manage- 
ment system, we have started reforming the system of allocating funds for 
scientific research projects and made vigorous efforts to open up a technel- 
ogy market and develop various scientific research associations in order to 
make science and technology better serve economic construction. At the same 
time, the reform of the educational system has also gradually developed. 


The Party Central Committee and the State Council have always attached impor- 
tance to Shanghai's opening to the outside world. In 1983, the State Council 
approved Shanghai's recommendat-on on promoting the city's foreign trade. 

In 1985, it approved and transmitted Shanghai's preliminary plan for further 
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opening to the outside world. During the Sixth 5-Year Plan, Shanghai expanded 
its import-export-trade-only foreign economic exchanges to cover more fields, 
including use of foreign capital, introduction of foreign technology, buidling 
use of foreign capital, introduction of foreign technology, building overseas 
construction projects, and export of technology and labor service. During the 
5 years, 242 contracts on the use of foreign capital amounting to $1.27 
billion were signed. From 1983 to 1985 858 foreign technologies worth $890 
million were imported. Some of the imported technologies have been put into 
operation with good results. 


Shanghai has also made great progress in domestic economic cooperation. In 
1984, we formulated some policies and measures regarding the development of 
domestic economic cooperation. We have since strengthened our lateral ties 

with other localities in economy, technology, personnel, information, and man- 
agement. We have successively developed cooperation with 28 fraternal pro- 
vinces, municipalities, and autonomous regions in setting up some 2,000 economic 
associations and undertaking some 300 joint resource development projects. We 
have also cooperated on more than 5,000 programs involving either joint research 
or the transfer of scientific and technological achievements. The cooperation 
has brought about closer economic ties between Shanghai and fraternal pro- 
vinces and municipalities and has promoted their common economic development. 


3. Formulation of an Overall Economic Development Strategy and a General Urban 
Development Plan Has Set Clear and Definite Objectives for Shanghai's Trans- 
formation and Development 


The Party Central Committee and the State Council, very much concerned about 
Shanghai's economic and social development, have repeatedly issued important 
instruct-ons on Shanghai's transformation and development. The cadres at all 
levels, theoretical workers, practical workers, and personages from all circles 
in Shanghai have spent a fairly long time on research and exploration for a 
long-range plan for Shanghai. In 1984, the State Council sent an investigation 
and research group to Shanghai to help us research economic development ques- 
tions. We then invited some Chinese experts and scholars of relevant special- 
ities to a symposium on Shanghai's economic development strategy. After com 
prehensive research and discussion, we prepared a report outlining Shanghai's 
economic development strategy. In the report, we have clearly and definitely 
set the objectives,» principles, tasks, and measures for Shanghai's economic 
development, and we pointed out that Shanghai's tasks in the near future are 

to readjust the structure of production, promote technical progress, improve 
basic urban facilities, and bring about a coordinated development of all 
sectors. In February 1985, the State Council approved the outline. In ac- 
cordance with the outline, we have formulated a general urban development plan 
of Shanghai, which clearly defines the urban layout. The plan calls for putting 
the stress of development on the Pudong District, developing satellite cities, 
expanding southward towards the Hangzhou Bay and northward toward the estuary 
of the Changjiang step by step, and building small suburban towns in a planned 
way in the course of transforming and building Shanghai proper. The Central 
Secretariat has in principle agreed to the general urban development plan. 

The formulation of the economic development strategy and the general urban de- 
velopment plan shows that Shanghai's transformation and development have begun 
a new stage. 
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Although great changes took place in Shanghai's economic and social situation 
during the Sixth 5-Year Plan, our work still lags behind the expectations 

of the Party Central Committee and the SLate Council as well as the demands 

of the Shanghai people. At the same time, we still have many difficulties and 
problems. On the one hand, some reform measures are not coordinated, and the 
reform of the macroeconomic management system cannot fully meet the needs of 
the work of invigorating microeconomié activities, affecting the vitality of 
enterprises and obstructing the market from fully playing its role. The 
economic structure has not yet been straightened out. There are too many 
levels of government organization; bureaucratic workstyle of arguing back and 
forth and being dilatory still exists to a varied degree, and attention given 
to the building of socialist spiritual civilization is insufficient to meet the 
needs of the four modernizations. On the other hand, Shanghai has the problems 
of insufficient basic urban facilities, heavy city street traffic, poor tele- 
communications, housing shortage, serious pollution, insufficient cultural 
facilities, irrational geographical distribution of industrial enterprises, 
insufficient floor space in enterprises and factories, backward technology and 
equipment, slow progress in developing a new generation of products, big waste 
in raw and processed materials and energy, failure to increase export and 
foreign exchange earnings in the last few years, serious deficiency in local 
financial resources, and limited foreign exchange reserves. Because of the 
aforesaid problems and difficulties, we think Shanghai is facing a severe 
challenge. Therefore, we must seriously sum up experience, do a still better 
job in all reform and construction, strive to make greater achievements during 
the Seventh 5-Year Plan, and greatly improve Shanghai's situation. 


II. Principles and Major Tasks of the Seventh 5-Year Plan 


Deputies, the Seventh 5-Year Plan, which was approved in principle by the 
Fourth Session of the Sixth NPC, shows bright prospects for China's economic 
and social development in the last 5 years of the 1980's, and inspires us to 
work hard in unity to fulfill this grand plan. As an important component of 
China's Seventh 5-Year Plan, Shanghai's Seventh 5-Year Plan is formulated in 
line with a general demand for building socialism with Chinese characteristics, 
a basic principle for invigorating domestic economy and opening to the outside 
world, the demands set by Shanghai's economic development strategy, and the 
proposal of the municipal party committee for Shanghai's Seventh 5-Year Plan. 
During this period, Shanghai will adhere to the following important policies 
and principles in economic and social development: 


--Giving priority to reform, actively promoting reform of the economic struc- 
ture, and making sure that reform and development are adapted to, and promote, 
each other; 


--Resolutely controlling the scale of investment in fixed assets, rationally 
readjusting the investment structure, and ensuring the completion of key con- 
struction projects; 


--Giving top priority to improving economic results and particularly to im- 
proving product quality and lowering material and energy consumption, and 
correctly handiing the relationship between economic results and growth rates 
and between quality and quantity; 
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--Stepping up construction of basic urban facilities, and integrating gradual 
transformation of old city districts with speedy building of the new; 


--Taking a further step to developing an open domestic economy and open to the 
outside world, enhancing the ability to export and earn more foreign exchange, 
and better integrating Ohanghai's production and construction with the efforts 
to expand domestic and international economic and technological exchanges; 


~-Persisting in putting sétence and education at an important strategic posi- 
tior, promoting scientific and technological progresses, and accelerating the 
development of intellectual resources. 


--Comprehensively adopting advanced technology, and accelerating the trans- 
formation of traditional industries and the development of new industries in a 
selective way; 


-~Readjusting the structure of production according to plan and speeding up 
development of tertiary industry; 


--Further improving the urban and rural people's material and cuitural life as 
production and productivity grow; and 


--Energetically stepping up the building of socialist spiritual civilization 
while promoting the building of socialist material civilization. 


Many things remain to be done during the Seventh 5-Year Plan, and we must 
pttoritize them. In accordance with the proposal of the mmicipal party com- 
mittee for the Seventh 5-Year Plan, we should put the stress on three major 
tasks: 1) to step up construction of basic facilities and improve the invest- 
ment and living environment; 2) to actively use foreign capital, increase 
export and foreign exchange earnings, and expand domestic and international 
economic and technological exchenges; and 3) to accelerate scientific and 
technological progress and personnel training and promote the development of 
economy and other undertakings. These three tasks are the key to building 
Shanghai into an open, multifunctional and modern socialist city. 


For these reasons, the fighting goals of Shanghai's Seventh 5-Year Plan are: 

By 1990, the gross national product will reach 67.3 billion yuan, or double 
that of 1980, representing an annual growth rate of 7.5 percent; the total 
output value of industry and agriculture will reach 118.65 billion yuan (not 
including output value of the cooperative and individual economy). an increase 
of 92 percent as compared with 1980, representing an annual growth rate of 6 
percent; national income will reach 57.2 billion yuan, representing an annual 
growth rate of 7 percent; and local state revenue will reach 23.1 billion yuan, 
representing an annual increase of 5 percent. During the 5-year period, the 
total amount of local investment in fixed assets will be 22 billion yuan, an 
increase of 50.1 percent as compared with the Sixth 5-Year Plan. By 1990, we 
will complete the building of a number of key capital construction projects 
and modern enterprises in the mmicipality. On the basis of popularizing 
9-year compulsory education, the number of professional people in various 
fields in the municipality will increase by 65 percent during the 5-year period. 


33 








We will earn more foreign exchange through exports, with an annual increase of 
8.4 percent for the period. Consumption levels of urban and rural residents 
will increase by about 6 percent annually and their living standards and 
environment will be further improved. Fulfillment of the Seventh 5-Year Plan 
will place Shanghai's economy on an upward trend and prepare for continued 
economic development in the 1990's. 


I wish now to explain some of the main questions concerning the municipality's 
Seventh 5-Year Plan: 


1. Maintaining an Appropriate Economic Growth Rate While Increasing Economic 
Results 


In transmitting the “outline of the strategic plan for Shanghai's economic 
development," the State Council's circular pointed out. "In evaluating 
Shanghai's economic work in the future, it is imperative to consider Shang- 
hai's contributions to the building of the four modernizations in the whole 
country as the principal criterion. Therefore, the ‘gross national product’ 
should be the primary target." Based on this requirement, our principal 
fighting goal during the Seventh 5-Year Plan is to double the gross national 
product by 1990 as compared with 1980 and to increase the total output value of 


industry and agriculture by 92 percent during the same 10-year period. The task 


of the Seventh 5-Year Plan is to smooth the way for improving economic rela- 
tions, readjust the production structure, promote technological transforma- 
tion, and raise econo-ic results in order to create a favorable economic en- 
vironment for carrying out reform of the economic structure in an all-round 
way. 


On the other hand, in the course of developing Shanghai into a multipurpose 
central city, we must continue to develop the positive role of Shanghai's old 
industrial bases. While constantly raising technological levels and economic 
results, we must maintain a stable rate of industrial growth. This is to meet 
the need of expanding exports, making the market prosper, increasing construc- 
tion funds, and accumulating more money for the state and also to lay an im 
portant material foundation for revitalizing Shanghai's economy. During the 
Seventh 5-Year Plan, the annual increase of Shanghai's industrial production 
will be 6 percent, with that of light industry to be 5.8 percent and that of 
heavy industry, 6.3 percent. The growth of Shanghai's industrial production 
will mainly depend on technological progress, improved management, increased 
product quality, reduced materials consumption, and increased economic results. 
We must speed replacing old products with new ones in producing consumer goods 
and develop medium and high-grade products as well as famous brand products 
in order to meet the people's needs and the demand of the international 
market. Those enterprises that produce equipment should speed their own 
transformation, import and absorb advanced foreign technology, and supply 
outstanding and advanced equipment for various economic departments and ex- 
port. Those enterprises that produce raw materials should use the Baoshan 
Iron and Steel Complex, the Jinshan petrochemical plant, and other existing 
enterprises as the foundation and intensify processing work in order to meet 
the needs of production and construction by supplying high-quality, refined, 
and specialized products and to replace imports. In developing new industries, 
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we must lay stress on developing microelectronics, optical fiber commmica- 
tions, new materials, and biotechnology and strive to achieve good results 
and gradua.ly build these industries. 


2. Accelerating the Construction of Basic Urban Facilities and Improving the 
Investment and Living Environment 


According to the arrangements of the national planning conference, Shanghai's 
total investment in fixed assets during the Seventh 5-Year Plan will be 22 
billion yuan, 9.2 billion yuan of which will be invested in capital con- 
struction and 12.8 billion yuan in technological transformation. Such an 
investment scale is far from meeting Shanghai's development needs. There- 
fore, all departments and organizations should consider the overall situ- 
ation, make proper arrangements, and do things according to their capability 
and the principle of making overall plans and considering all factors to en- 
sure completion of key projects. 


Our basic urban facilities, particularly our harbor, railroad, air transport, 
postal, telecommunications, and urban transport facilities, are strained and 
overloaded, creating conspicuous obstructions to Shanghai's economic and social 
development and its efforts to develop an open domestic economy and to open to 
the outside world. For this reason, we have increased basic facility invest- 
ment in proportion *» the total investment in fixed assets in the municipal 
Seventh 5-Year Plan. Investment in urban public utility, transport, postal, 
telecommunications, energy, and housing projects for the 5 years will amount 
to 9.04 billion yuan, accounting for 41 percent of the total investment in 
fixed assets in the Seventh 5-Year Plan and an increase of 65.4 percent as 
compared with the Sixth 5-Year Plan. This investment reaches 10 billion yuan 
if investment in building marketable houses, which is not included in the 
plan, is included. We will also use foreign investment to accelerate the 
construction of basic facilities. 


With the investment, we will undertake a number of key projects during the 
Seventh 5-Year Plan. In order to benefit sooner from the inmwestment, we 
plan to complete some key projects in two stages. 


During the fitst stage, or the first 2 years of the 5-year plan, we plan to 
complete a new railroad passenger station, the first phase of the outer loup 
of the Shanghai-Hangzhou railroad, the Yanan East Road river-crossing tunnel, 
the first phase of the water-drawing project on the upper reaches of the 
Huangpu Jiang, the first phase of the Pudong gas plant, the widening of 
Hongqiao Road, an overpass for motor vehicles on Jiaotong Road, a 125,000- 
kilowatt generator at the Minhang power plant, and a telecommunications build- 
ing. 


During the second state, or the last 3 years of the 5-year plan, we plan to 
complete the Shanghai-Jiading and the Xin-Song [5450 2646] first-class high- 
ways, the remainder of the project involving the outer loop of the Shanghai- 
Hangzhou Railroad, the remainder of the water-drawing project on the upper 
reaches of the Huangpu Jiang, the second phase of the Pudong gas plant, the 
improvement of a bottleneck near the Waibaidu Bridge, the widening of Chengdu 








Road, the expansion of the passenger terminal building at the Hongqiao air- 
port, a number of shipping berths at Guangang, generators with a total power- 
generating capacity of 1.8 million kilowatts at the Shidongkou No 1 and No 2 
power plants, the Shanghai sections of three 500,000-volt transformer lines 
jeading from Shanghai to Xuzhou, Huainan, and Gezhouba, and the installation 
of additional telephones bringing the city's total number of telephones to 
600,000. 


During the Seventh 5-Year Plan, we will use foreign investment to build sub- 
ways, the Huangpu Jiang Bridge, the East District sewer project, and the 
Pudong development project. 


During the Seventh 5-Year Plan, we will also complete a number of new houses, 
guest houses, and office buildings. By 1990, the outlook of Shanghai's urban 
districts will improve markedly, with the Shanghai railroad station and air- 
port taking on a new look and a number of highrise buildings standing in 
Hongqiao District. There will be a wide and beautiful road between Waibaidu 
Bridge and Waitan. The old city district will be surrounded by a number of 
new housing areas, and some slum areas will improve in appearance. 


To fulfill the abovementioned tasks, the following work should be done well: 


First, urban planning should receive close attention. In accordance with 
Shanghai's comprehensive urban development plan, planning departments at all 
levels should follow the principle of "coordinating efforts to formulate 
unified plans, and increasing efficiency by allowing these plans to be managed 
at various levels.'' They should speed up the formulation of plans for various 
professions and zones, as well as of other detailed plans. 


Second, adequate preparations and plans for the construction of infrastructural 
facilities should be made without fail. Great attention should be given to 
feasibility studies and comprehensive arrangements. The plans should be imple- 
mented in groups and by stages so as to concentrate on carrying out an all-out 
campaign and to devote our limited financial, material, and human resources 
primarily to the construction of key projects in order to maximize their social 
and economic results. 


Third, full attention should be given to the comprehensive plan for improving 
the environment. The goal is: By 1990, despite the considerable progress in 
production, the amount of pollutants discharged by the entire city shall be 
kept at the 1982 level. The requirements in some aspects and in environmental 
quality in some areas shall be raised. Emphasis should be placed on con- 
trolling environmental pollution in the Hetian area. Under the Seventh 5-Year 
Plan, attention should be given to improving the method of city garbage dis- 
posal. Greenbelt areas should be expanded, so that per capita greenbelt area 
will increase from .7 square meter in 1985 to 1 square meter in 1990. 


Fourth, city administration should be strengthened. This is an important task 
for implementing urban planning, raising the operational efficiency of public 
utilities, and beautifying the city. Therefore, we should strive to effective- 
ly manage the city's plans, land, environment, construction, traffic, appear- 
ance, and hygiene. 
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To accelerate the construction of infrastructural facilities in Shanghai, the 
support and cooperation of all quarters are needed. All localities, units, 
departments, and residents should actively cooperate with the departments 
concerned in land requisition and relocation, so that all projects will pro- 
gress smoothly as scheduled. 


3. Vigorously Developing Science and Technology, Promoting the Transformation 
and Revitalization of Shanghai 


Science and technology are central to revitalizing Shanghai, promoting the 

four modernizations, and catching up with world levels in hi-tech development. 
They are also the key to preserving Shanghai's strong points. Therefore, we 
must realize the strategic significance of scientific and technological de- 
velopment, attach importance to scientific and technological progress, and 
make all quarters feel the need of developing science and technology. Devel- 
opment of economic work in all aspects should rely on scientific and technolog- 
ical progress, while science and technology should strive to serve economic 
construction and social development. 


To promote science and technology, the first objective is to vigorously develop 
and popularize scientific and technological projects that yield good and quick 
results, and to actively adopt new technologies to transform traditional indus- 
tries and improve their production techniques. During the Seventh 5-Year Plan, 
the major goals to be fulfilled in order to promote Shanghai's industrial 
technology are: The leading force should be those products designed to catch 
up with and surpass advanced world levels; the starting point should be to 
absorb and digest advanced technologies at home and abroad; the purpose should 
be to achieve better economic results and increase foreign exchange earnings; 
and emphasis should be laid on transforming and developing the 9 traditional 
industries, namely, textiles and garment, foods and beverages, home appliances, 
precision machinery, power equipment, communication equipment, metallic mater- 
ials, high polymer materials, and building materials, involving 40 broad cate- 
gories of products and 161 backbone enterprises. Industrial departments should 
pay attention to development and research of new products, establish inter- 
mediate experimental departments, actively adopt international standards, and 
see to it that more than 2,500 new products are developed in Shanghai in 5 
years' time. By 1990, the technology, equipment, and major products, export 
products in particular, of Shanghai's major industries should reach the level 
of the developed countries of the late 1970's and early 1980's, with some 
products catching up with the international level of 1990. In agriculture, 

it is necessary to cultivate and popularize fine-strain seeds and high-yield 
technologies, establish bases for developing nonstaple food technology, active- 
ly implement the "spark plan," and use science and technology to serve agri- 
culture and village and town enterprises. Under the Seventh 5-Year Plan, 
Shanghai will designate 125 key scientific and technological achievements for 
popularization. This will help quickly transform scientific research results 
into production forces. 


In developing science and technology, it is necessary to coordinate the efforts 


of all quarters concerned to tackle major assignments and key technological 
projects for our economic and social development. All scientific research 
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units should take the initiative in carrying out key scientific and technolog- 
ical projects of the state, and strive to complete the municipality's 24 key 
projects, imcluding technological transformation of outdated industry, 
establishment of new industries, urban infrastructure, and major topics in 
medical science and agriculture, which urgently need to be solved. At the 
same time, it is necessary to pay close attention to digesting, assimilating, 
and updating imported technologies, as well as domestic development of their 
auxiliary equipment. Efforts should be concentrated on domestic development 
of the sundry components for Shanghai Sangtana sedans, color TV sets, and 
refrigerators among the 300 technological projects to be imported, digested, 
and assimilated during the Seventh 5-Year Plan, so that at least 80 percent 

of the components will be manufactured domestically. Urban construction, 
transport, postal, telecommunications, and other departments will actively 
adopt advanced foreign technologies to raise their design, construction, oper- 
ational, and management levels. 


It is necessary to make the best use of Shanghai's advantages in science and 
technology to develop high technology and continue to intensify the study of 
basic and applied sciences in order to prepare for the reserve scientific and 
technological forces for economic, scientific, and technological development 
and social progress for the next decade, or even the next century. In de- 
veloping high technology, it is necessary to focus on micro-electronics, 
optical fiber commmications and biological technology, and study and develop 
new materials, thereby facilitating the establishment arid advances of new indus- 
tries. Efforts should be made to intensify the study of high technology in the 
fields of laser, remote control, flexibility processing, space, and nuclear 
technology. In the study of basic sciences and their application, we should 
strive to complete a number of projects, with the world's advanced level, in 
molecular biology, solid physics, applied mathematics, applied chemistry, and 
medical science. In studying the prevention and treatment of malignant dis- 
eases, we should consolidate and expand research into cancer and other areas 
where China is already leading other countries. 


In developing science and technology, it is necessary to further reform the 
scientific and technology management system and adopt appropriate policy 
measures, especially in the following four fields: First, it is necessary to 
increase expenditure for science and technology by making the increase in the 
appropriation for science and technology higher'than that in regular local fi- 
nancial revenues, reform and perfect the appropriation system for scientific 
research institutes, improve and popularize the contract system listing re- 
munerat-on, and institute the funding system for basic science research 
progects. Second, it is necessary to build up economic departments' 

strenth to develop science and technology by allowing enterprises: to include 
scientific research expenses into their cost and spend most of the income from 
transferring the fruits of their projects on technélogical development, and by 
giving preferential treatment in regulatory tax reduction or exemption, in ac- 
cordance with the government regulation governing higher depreciation rate of 
fixed assets, to enterprises actively ddopting advanced technology and equip- 
ment to upgrade themselves technologically. Third, it is necessary to bring 
into full play the role, and more effectively coordinate the efforts, of 
Shanghai's scientific research units affiliated to the Chinese Academy of 
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Sciences or other central research units, military industry units, institutes 
of higher learning, and local scientific research organizations. Fourth, it 
is necessary to energetically explore and enliven the market and develop 
various forms of association combining scientific research with production. 
Besides, it is necessary to reform the job title evaluation system and intro- 
duce that of engaging specialized technical posts in accordance with the State 
Council's unified arrangements, to further harness the enthusiasm of the large 
numbers of scientific and technical personnel. 


4. Promoting the Undertaking of Education, Intensifying the Training of 
Specialized Personnel 


It is our steadfast long-range strategy to attach great importance to educa- 
tion, a cornerstone of our modernization drive. To achieve a relatively big 
advance in education during the Seventh 5-Year Plan, we should make vigorous 
efforts for education, making primary education become unversal, training 
specialized personnel in various fields, and striving to increase educational 
expenditures by 2 percent over the growth of regular local financial revenues. 


The 9-year compulsory educational system is the foundation for the entire edu- 
cational undertaking. Special attention should be paid to improve education in 
rural areas. Since the key to improving the quality of education lies in rais- 
ing the quality of teachers, priority should be given to developing normal 
education to ensure the source and quality of students of normal colleges and 
schools. It is necessary to stabilize and expand the contingent of teachers, 
set up a system of advanced study and evaluation of teachers, and vigorously 
unfold the activity of respecting teachers and stressing education, thereby 
mobilizing the whole community to show great interest and concern for the 
undertaking of education. All districts will make senior middle school educa- 
tion universal by 1990, and the suburban counties will strive to basically 
popularize junior middle school education within the next 2 or 3 years. It 
merits our attention that a peak in nursery school, kindergarten, and primary 
school enrollment is approaching within the next few years, and it will require 
the cooperation of various quarters in adopting effective measures to success- 
fully carry out this important task having a vital bearing on the quality of 
the next generaton. Besides, attention should be given to rebuilding dangerous 
primary school buildings. 





While popularizing compulsory education, we must follow the policy of gearing 

our work to the needs of modernization, of the world, and of the future and to 
the all-round development of moral, intellectual, physical, and aesthetic edu- 
cation, and must strive to develop educational work in the following four as- 

pects in order to train various kinds of specialized and qualified people for 

appropriate jobs: 


First, we must develop vocational and technical education by gradually estab- 
lishing a sound training system consisting of vocational and technical schools 
of senior and middle school level in all fields which can be linked to the 
regular school system. We must also pay particular attention to training senior 
technical workers who have abundant practical experience and are proficient in 
their work. 
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Second, we must strengthen higher education. We must fully tap the potentials 
of existing universities and colleges and further expand these schools, read- 
just the faculties and administrations of schools of higher learning, acceler- 
ate growth in those fields where we are lacking or are weak, and support the 
expansion of new branches of learning and frontier sciences. 


Third, we must firmly grasp education for adults, pay attention to the prin- 
ciple of integrating study with application and use various methods, ways, 
and forms to promote adult education at various levels. 


Fourth, we must actively and effectively run various training and research 
classes for advanced economic and technical management cadres. 


During the Seventh 5-Year Plan, the municipality's regular schools of higher 
learning will be able to supply some 170,000 polytechnic and regutar class 
and graduate school graduates to various sectors; of these, over 80,000 
graduates may be allocated to the municipality. Adult education schools of 
college level will train some 130,000 people; full-time polytechnic schools 
of secondary school level will train 92,000 people; secondary vocational and 
technical schools will train 28,000 people; adult education schools of poly- 
technic school level will train 110,000 people; adn the various technical 
schools will train 100,000 people during the period. The number of advanced 
and secondary level technicians in proportion to the total number of technic- 
ians will be raised from 32 percent in 1985 to 55 percent in 1990. 


On the one hand, we must develop education and make great efforts to train 
people. On the other hand, we must foster the social habit of respecting 
knowledge and capable people, assign people to appropriate posts, and provide 
opportunities to capable people, including those who have acquired knowledge 
and skills in various fields through self-study, so as to promote the develop- 
ment of various fields of work. 


To develop education and speed up training of people during the Seventh 5-Year 
Plan, the key lies in doing a good job in reforming the educational structure. 
We must continue to correct our thinking in education; vigorously improve the 
content, methods, and quality of teaching; strengthen education on ideals, 
morals, discipline, and the legal system for students; guide students to inte- 
grate theory with practice and to integrate themselves with the workers and 
peasants; encourage students to develop their thinking and pioneering spirit; 
unfold beneficial cultural and sports activities to improve student health 
conditions; continue reforming the educational management system; expand the 
schools' decisionmaking powers while strengthening centralized guidance and 
control; gradually implement the system of having the school principal or presi- 
dent assume full responsibility of school administration; and reform and improve 
the enrollment system and the allocation of graduates to various jobs. 


5. Actively Increasing: the Use of Foreign Funds and Raising the Ability to In- 
crease Our Foreign Exchange Earnings 


During the latter part of the Sixth 5-Year Plan, the municipality quickened its 
pace of utilizing foreign funds, which was a good beginning. During the Seventh 
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5-Year Plan, we must utilize foreign funds more effectively and on a bigger 
scale. We must create a new situation, lay stress on building capital 
construction projects in the municipality, expand exports, produce items 
which had to be imported so far, carry out important technical transforma- 
tion, and develop tourism, cultural facilities, and other necessary tertiary 
industries. 


We still lack experience in utilizing foreign funds for building capital con- 
struction projects in the mmicipality, and therefore we must follow the 
principle of being positive and prudent. On the one hand, we must free our 
thinking and be bold in obtaining loans; on the other hand, we must only do 
what we are capable of doing and take our trade balance and repayment cap- 
ability into consideration. In addition to continuing to invite direct in- 
vestment by foreign firms, we must open up other ways, including obtaining 
funds directly from the international market, in order to gradually create a 
new situation of utilizing foreign funds through diversified channels. 


We will adopt various forms to raise and repay the foreign funds we have 
absorbed. It is necessary for enterprises themselves to use commerical 

loans for abroad to build and manage projects capable fo earning foreign ex- 
change and repaying foreign funds. To construct projects that lack the 
capacity to earn foreign exchange and repay foreign funds, we may use long- 
term, low-interest loans offered by international monetary organizations or 
on an intergovernmental basis, or link these projects with some auxiliary 
préjects capable of earning foreign exchange for comprehensive development 

and management, thus maintaining a basic balance of absorbing and repaying 
foreign funds. We can also let the municipality make general plans for repay- 
ing foreign funds. Other projects can be developed and managed through public 
bidding by overseas investors in accordance with our planning and requirements. 
It is imperative to do a good job in preliminary feasibility studies for all 
projects using foreign capital. 


To further attract foreign investors, we must consolidate, improve, and de- 
velop existing Chinese-foreign joint ventures, cooperative enterprises, and 
enterprises set up exclusively with foreign capital, and formulate and improve 
corresponding economic laws and regulations concerning foreign nationals. In 
accordance with the principle of equality and mutual benefit and stipulations 
of relevant laws, we should fully protect the legitimate rights and interests 
of Hong Kong and Macao compatriots, Overseas Chinese, and foreign traders who 
come to Shanghai to make investments and develop economic and technical cooper- 
ation. 


Whether we can use more foreign capital or not is determined by our capacity 

to earn foreign exchange. According to the plan, the total value of Shanghai's 
exports in 1990 will be $4.3 billion. Of that total, the value of Shanghai 
products will be $ billion. The average annual growth will be 8.4 percent. 

The proportion of export commodities will increase from the current 30 percent 
to 40 percent of the total value of purchased commodities in Shanghai's domes- 
tic and foreign trade. This calls for our concerted efforts to make a break- 
through. It is necessary to strive hard to promote the production of market- 
able export commodities and further raise the quality and grade of export 
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commodities. In terms of technology, variety, design, packaging, decoration, 
and advertising, it is necessary to make greater efforts to meet the demands of 
the international market. While making the most of exports of light and tex- 
tile industrial products, we must also strive to increase the proportion of 
exports of machinery and electrical products and complete sets of equipment. 
We must strengthen the coordination between industry (agriculture) and foreign 
trade, technology and foreign trade, and import and export; actively dis- 
seminate experience and practice in this connection that have been proven to 
be effective; act in unison on exports; and promote joint management. It is 
necessary to consolidate and develop markets already available; actively open 
new markets; understand quotations on the interaational market in good time; 
do a good job in information feedback; adopt ‘lexible measures to expand 
marketing channels; and establish and improve marketing and service systems 
so as to expand exports. It is necessary to seriously implement and perfect 
policies encouraging export so shaff members and workers of foreign trade de- 
partments and plants producing export products can enjoy more preferential 
treatment. When a percentage of foreign exchange, which is earned from 
thorough processing of primary products supplied by fraternal provinces and 
cities, is retained in accordance with state stipulations, a rational pro- 
portion of this percentage must be returned to the fraternal provinces and 
cities. 


While we are making efforts to expand commodity exports, we must also strive 
hard to develop tourism. Capital turnover in tourism is quick. Tourism also 
earns more foreign exchange while consuming less material resources. It does 
not contaminate the environment very much. In addition, it can spur the devel- 
opment of communications. light and textile industries, food industry, indus- 
trial art, and business and service trades; it also promotes friendly contacts 
among people of all countries. In this connection, Shanghai has a very large 
potential. Moreover, we should also coordinate with all fraternal provinces 
and cities to form a tourism network. During the Seventh 5-Year Plan, we will 
strive to increase the number of tourists visiting Shanghai from overseas by 
150 percent over the Sixth 5-Year Plan, some 1.6 million people in 1990. 


6. Actively Develop Lateral Economic Ties, Promote Codevelopment of the 
Economies of Shanghai and Other Localities 


In the past several years, Shanghai has accumulated very rich experience in 
internal cooperation which has grown remarkably and produced marked economic 
results. However, we have not yet met the needs of economic development. 
During the Seventh 5-Year Plan, Shanghai should further develop lateral 
economie ties. 


It is currently a good time to develop lateral economic ties. We must take 
the initiative to establish economic associations of all forms with a broader 
view, an open policy, and a positive attitude by adhering to the principles of 
exploiting advantages and avoiding setbacks, developing various forms, promot- 
ing mutual benefit, and achieving common progress. Our goal is to build 
integrated economic entities in the Shanghai Economic Zone, the Chang Jiang 
River Basin, and vardous localities throughout the country to manufacture 
products of famous brands, to develop scientific research work, to 
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comprehensively utilize important natural resources, and to process export 
goods. Our aim is to organize groups of enterprises that cover various dis- 
‘tricts and departments and to continuously develop our economy which "fans 
out in two directions" in close connection with our efforts to promote econ- 
omic and technical exchanges with foreign countries so as to create favorable 
conditions for transforming and rejuvenating Shanghai. 


On the basis of the “Regulations of the State Council on Several Issues for 
Further Strengthening Lateral Economic Ties" and in close connection with the 
actual situation in Shanghai, we are working out measures to promote lateral 
economic ties in Shanghai. 1. Each year, we should use a part of the state 
investment in fixed assets to promote economic ties. We should simplify the 
procedure for checking and approving projects and give enterprises more de- 
cisionmaking powers while centralizing our guidance and working out a plan for 
strengthening lateral ties. 2. We should promote the lateral flow of funds. 
Various specialized banks should support economically integrated departments 
and enterprises with loans and charge them low interest rates for particular 
projects that promote economic ties. 3. In distributing products and supply- 
ing materials, we should give more decisionmaking powers to and make things 
convenient for enterprises that have established economic ties with others. 

4. We should give preferential treatment to enterprises that have established 
economic ties with others and reaped profits from their economic associations 
or received remuneration from the transfer of technology or the offer of con- 
sulting services. Such treatment includes tax reduction or exemption. 5. We 
should give certain preferential treatment to enterprises that have estab- 
lished economic ties with others and retained a certain proportion of profits 
and to those that have set out to develop economic ties with other enterprises 
and have received remuneration in this connection... 6. We should adopt a more 
flexible policy in dealing with those who come to Shanghai from other local- 
ities to run enterprises so as to promote the production and circulation of 
commodities. We believe that as long as we unify our ideas, adopt a sound 
pdlicy, coordinate with all the departments concerned, and vigorously forge 
ahead, we will definitely be able to quicken our pace in strengthening lateral 
economic ties in Shanghai and do a still better job in fulfilling our strategic 
tasks for the development of Shanghai's economy. 


Here, I would like to stress one point. Shanghai is a city with emphasis on 
the processing industry. Various localities need Shanghai's support, but 
Shanghai needs the support of various localities even more. In order to 
achieve common prosperity, we must cordially receive people from various de- 
partments and units of fraternal provinces and cities; earnestly exchange 
views and humbly learn from them; and establish a long-term, stable, and fine 
relationship of economic cooperation with them on the basis of equality and 
mutual benefit. 


7. Readjust Industrial Setups, Maintain Sustained, Steady and Coordinated 
Development of the National Economy 


One of the important tasks in developing Shanghai's economy during the ‘Seventh 
5-Year Plan" is to straighten out economic relations, readjust industrial geoups, 
and bring about self-sustained economic growth as soon as possible. 
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In Shanghai's total setup of production, the current ratio of primary, 
secondary, and tertiary industries is 4 to 70 to 26 respectively. Over the 
past few years, tertiary industry has grown rapidly, but its proportion in 
the total setup remains low. It fails to keep pace with the development of 
primary and secondary industries and the needs of the people in raising their 
living standards. Therefore, to vigorously develop tertiary industry has be- 
come an urgent task. We must give top priority to developing tertiary indus- 
try. While trying to raise the absolute value of the primary and secondary 
industries, we must increase the proportion of tertiary industry from 26 per- 
cent in 1985 to 33.4 percent by 1-90 with an annual average growth rate of 

13 percent so that the ratio of primary, secondary, and tertiary industries 
will be readjusted to 3.4 to 63.2 to 33.4. 


The internal structure of these three industries shall be rationally read- 
justed as follows: 


In primary industry, the principle of "stabilizing grain output, readjusting 
cotton crop, ensuring vegetable supply, and developing feed and marketable 
cash crops" has been adopted as far as crop cultivation is concerned. We 
should properly carry out grain production, increase forage output, and strive 
to promote the production of nonstaple foodstuff by increasing variety and im- 
proving quality so that peasants in suburban areas will be self-sufficient in 
grain while supplying most of the nonstaple foodstuff needed by urban resi- 
dents. We should also set up multilevel and multiform service systems before, 
during, and after production. While readjusting the structure of agriculture, 
it is necessary to build water conservancy works and to accelerate the pace of 
farm mechanization. It is necessary to improve the management of state farms 
so that they can gradually become bases for domestic and foreign trade goods 
and for urban nonstaple foodstuff; models of agricultural modernization; and 
service centers for the rural economy. In order to supplement agriculture 
with industry, improve agricultural production conditions, continuously pro- 
mote specialized, large-scale commodity production and modernize agriculture, 
we should attach great importance to the development of village and town enter- 
prises, and based on the requirement for integrating urban and rural areas and 
guided by the plan for developing rural towns, we should develop village and 
town enterprises that produce supplementary equipment for major industrial 
sectors and are oriented to exports and agriculture, thereby enabling 
Shanghai's rural economy to advance in a more harmonious manner. It should 
be emphatically pointed out here that urban areas should step up their support 
for rural counties, especially those in outer suburbs, in various fields. 


In secondary industry, readjustments should be made in line with the require- 
ments set in the strategy for economic development, which calls for "four 
decreases and two increases" (that is, decreasing energy and material consump- 
tion, transportation volume, and the "three wastes" and increasing the inten- 
sity of technology and the added value). In view of the extensive scale, broad 
branches, strong coordination, and high economic efficiency of Shanghai indus- 
try, readjustment of its internal structure will mean a fairly difficult sys- 
tems engineering project. We plan to make the readjustment in accordance with 
the following principles: First, in order to build up our ability to earn 
more foreign exchange through exports, we should reduce exports of outdated, 
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low-grade, competitive commodities in various designs for export. Second, in 
order to enrich the people's livelihood and enliven the market, it is necessary 
to develop medium-, high-grade and famous brand quality light and textile in- 
dustrial products and durable consumer goods and cut down on the production of 
low-grade and coarsely finished products in general. Third, in order to supply 
advanced technological equipment and new materials to other parts of the 
country, it is necessary to develop new, highly efficient, and computerized 
electrical and mechanical engineering products and set up new raw and semi- 
finished materials industries and other trades while cutting down on the 
production of low technology, heavy-duty products for general use. Fourth, in 
order to lessen the burden on urban areas, reduce their reliance on raw and 
semifinished materials and energy, and protect the environment, we should 
develop small, exquisite, light-weight, and energy-efficient products with a 
higher added value and decrease the production of energy-inefficie  . and low 
value products by cooperating with inland areas in step-by-step relocating the 
production of goods that consume a lot of energy and materials to areas where 
raw and semifinished materials originate. Fifth, instead of concentrating on 
economic cooperation within the mmicipality, we should encourage cooperation 
among key enterprises and major trades in the Shanghai Economic Zone and the 
whole country as well and set up enterprise corporations with coordination 
among specialized departments. We shall carry out investigation and study and 
map out an overall plan for readjusting the industrial structure in a planned 
and systematic way so that Shanghai's industry will be gradually transformed 
from an extensive to an intensive type and from relying mainly on material sup- 
ply to relying on technological progress during the Seventh 5-Year Plan. 


In tertiary industry, we shall focus attention on developing transport, posts, 
telecommunications, commercial services, banking, and insurance business, and 
appropriately promote tourism, housing and real estate, information services, 
and consultancy. In commercial services, the total retail sales in the mmici- 
pality in 1990 shall be increased by 44.7 percent over that of 1985, averaging 
an annual increase of 7.7 percent. Hence, it is necessary to further relax 
policies; expedite circulation channels; bring into fuller play the leading 
role of state-run commerce; pay greater attention to developing collectively and 
individually run commerce; increase the supply of staple and nonstaple food- 
stuff; and enrich the consumer market. The number of commercial outlets in 

the entire municipality shall be increased from 106,000 in 1985 to over 125,000 
in 1990. It is necessary to promote the supply of small commodities and 
energetically promote catering, service, and repair trades in order to solve 
practical problems in the people's everyday life. 


8. Raising Peoplé's Living Standards, Developing Social Security Work 


On the basis of developing production and increasing labor productivity, we 
should constantly raise the people's matertal and cultural level. This is the 
basic starting point for the Seventh 5-Year Plan for National Economic and 
Social Development. During this plan, the annual increase in the actual income 
of staff members and workers in the municipality is estimated at approximately 
5 percent, the annual increase in the peasants’ average net income will be 
about 7 percent, and the annual increase in the consumption level of urban and 
rural residents will be about 6 percent. 
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The improvement in people's housing conditions and living environment is a 
basic task in raising the people's standard of living. We plan to build new 
houses in towns and other urban areas, with a total areas of 22 million square 
meters, and will strive to build more houses if the situation permits. At the 
same time, we shall pay attention to the building of various facilities for 
the new housing areas, and improving the environment and quality of life. 

We shall build a number of "new urban areas" with convenient communications, 
good facilities, rich and varied cultural life, and a beautiful environment 

on the borders of old urban areas. 


During the Seventh 5-Year Plan, we shall continue to grasp family planning 
work, vigorously advocate eugenics, promote sound child-rearing practices and 
raise the quality of the population. We shall contain the annual natural 
growth rate of population at about 0.6 percent. In addition, we should 
strictly control the mechanical [ji xie 2623 2750] growth of the population, 
especially in key urban areas. We should further develop medical and public 
health work and strengthen the building of health care facilities. We should 
also strengthen our work in the prevention of disease, raise the quality of 
medical care, reduce the incidence of disease, and improve the people's health. 


During the Seventh 5-Year Plan, the proportion of old people in the municipal- 
ity will increase, so we must continue to mobilize and rely on all forces in 
society to provide care for the aged and show concern for their material and 
spiritual life. In the meantime, we should show concern for the life of dis- 
abled people and their study and work. We should improve and develop social 
welfare undertakings and give preferential treatment to families of servicemen 
and revolutionary martyrs. We should gradually establish, and perfect, a social 
security system. 


III. On Reform of the Economic Structure 


The Seventh 5-Year Plan is a key period, in which our country's economic struc- 
ture will change from the old to the new model. Continuing and deepening sys- 

tematic reform of the economic structure will be an important guarantee for inm- 
plementing Shanghai's economic development strategy and fulfilling the Seventh 

5-Year Plan. 


During the Seventh 5-Year Plan, the goals of reform of the economic structure in 
Shanghai are as follows: 


1. It is to firmly implement the decision and regulations of the party Central 
Committee and the State Council on expanding the power of enterprises to make 
decisions and further invigorate enterprises, especially large and medium-sized 
state enterprises. 


2. It is to further expand the socialist commodity economy, strengthen the 
circulation of goods in key urban areas, and gradually improve the market system. 


3. It is to strengthen and improve means of regulating economic operations, 


pay attention to the macroeconomic control system and shift state control of 
enterprises from direct to indirect means. 
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4. It is to promote lateral economic associations between different regions, 
departments, and trades to meet the need of production and circulation. 


5. It is to actively create conditions for gradually improving administrative 
organizations, rules, and regulations inorder to cope with the new system. 


In order to realize the above-mentioned goals, generally complete the change 
from the old to the new economic system and put Shanghai's urban economic 
structure onto the new track, we must effectively carry out the following 
work: 


l. Further Invigorating Enterprises, Especially Large and Medium-Sized State 
Enterprises 


Enterprises must truly become relatively independent economic entities, social- 
ist commodity manufacturers and dealers with full authority for their own man- 
agement and full responsibility for their own profits and losses. Except for a 
handful of enterprises, the overwhelming majority should have assumed respon- 
sibility for their own profits and losses by the end of the Seventh 5-Year Plan. 
It is necessary to continue to implement the various regulations of the State 
Council and the municipal government regarding expanding enterprises' decision- 
making power. Management departments at all levels must delegate more power 
regarding production and dealership to enterprises, guide them in the exer- 
cise of such powers, and render them better service. To constantly enhance 

the enterprises’ capability in accumulation, transformation, and development, 
it is essential to systematically reduce the enterprises’ regulatory tax and 
raise the depreciation rate for the fixed assets of some trades in accordance 
with state regulations. In the light of unified arrangements by the State 
Council, we must also gradually reform the enterprises’ wage system, perfect 
the director (or manager) responsibility system, institute multifarious forms 
of economic responsibility systems, actively enhance the modern management level 
of enterprises, cut down the enterprises’ number of administrative tiers, and 
through experiment, gradually reform the structure of companies of an adminis- 
trative nature. We must further bring into play the active role of the collec- 
tive economy in the national economy. We must also carry on reform of small 
state enterprises by turning them into collective enterprises, vigorously de- 
velop the collective economy, guide and develop the individual and other forms 
of economy. 


An important aspect in the reform of the economic structure is to develop 
lateral economic ties. Hence, it is necessary to vigorously promote various 
forms of lateral economic association between enterprises, and break the numer- 
ous barriers characterizing the old economic system, in order to accelerate 
reform of the entire economic system and advance progress to socialist modern- 
ization. 


2. Further Expanding the Socialist Commodity Market and Gradually Improving the 
Market System 


We must continue to improve the wholesale system, properly run wholesale com 
panies and trade centers, and establish the Shanghai Trading Information Center 
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and several multipurpose large wholesale markets. We must also develop new 
modes of commerce, coordinating industry and commerce, agriculture and 
commerce, commerce and trade, agriculture, industry, and commerce. Through 
improving management and operation of the trade centers and exchange markets, 
we should strive to improve the marketability of commodities, regulare supply 
and demand, exchange information, promote circulation, and perfect their ser- 
vice. While gradually reducing the varieties and quantities of materials 
under unified state allocation and distribution, we must ensure supply of the 
principal materials required under mandatory planning. Under guidance and 
management of the people's banks in the municipality, we must fully bring into 
play the role of the Shanghai branches of the various specialized banks, 

make efforts to properly run the Bank of Commmicatdons, appropriately expand 
powers for the grassroots financial institutions, develop more channels and 
modes of financial credit, encourage borrowing between banks in a planned way, 
experiment with the issuance of debentures and stocks, open more channels 

for enterprises in raising funds, enhance the efficient utilization of funds, 
and gradually bring about the formation of a financial market. Simultane- 
ously, we must broaden and activate the technology market, consumer goods’ 
markets, the means of production, finance, technokogy, and real estate in order 
that a socialist market can take shape. Pricing reform during the Seventh 5- 
Year Plan should be: carried out in accordance with the State Council's unified 
arrangements in a planned and systematic way. A number of measures must be 
taken to mitigate the influence of price adjustments in raw and semifinished 
materials. And to ensure general price stability of the market. 


3. Instituting a New Macroeconomic Management System 


During the Seventh 5-Year Plan, we should comprehensively implement the 
measures to strengthen macroeconomic control as the party Central Committee 
and the State Council have instructed. Economic operations should be controlled 
and regulated by gradually improved economic and legal measures, supplemented 
by necessary administrative means. The mainly direct control should gradually 
be changed to a mainly indirect control. We should further reform the planning 
system, reduce the proportion of mandatory planning, pay attention to economic 
information and economic forecast, carry out macroeconomic control and regula- 
tion through the financial, banking and tax departments, and gradually shift 
the stress of planning work to managing the economy mainly with economic pol- 
icies and economic levers. We should improve local economic legislation and 


adju?” ‘on, establish and imrpove government economic legal institutions, 
and then institutions of economic inspection and supervision. We should 
reaa . government economic management organization, reduce levels, simplify 


administrative procedures, and separate government functions from enterprise 
management. 


In order to accomplish reform in the economic structure, it is necessary for us 
to enhance our understanding of that reform. 


We should enhance our understanding and put reform above all else. During the 
Seventh 5-Year Plan, reform of the economic structure is a very arduous task. 
Cadres at all levels should seriously study important party and government 
documents concerning reform, thoroughly understand the characteristics, 
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objectives, orientation, tasks, and relevant policies of economic structural 
reform, unify their thinking and enhance their understanding. We should 
soberly understand Shanghai's role in China, live up to the expectations 
placed on the mmicipality by the party Central Committee and the State 
Council, and truly put reform above all else. We should display a courage 

to pioneer and introduce new ideas, assume a scientific attitude of seeking 
truth from facts, adhere to the principle of establishment before abolition, 
constantly further reform, and strive to march in the front row with our peers. 


We should consolidate our confidence and correctly understand the complexity 
and arduousness of the reform. Currently, we are in the process of substitu- 
ting a new structure for the old. While a censiderable part of the old struc- 
ture is still functioning, the new has begun to work. As a result, frictions 
and contradictions often exist between the two structures. The period of over- 
lap of the two structures will not be very short. However, we should not let 
equilibrium between the two structures drag on too long, otherwise, both our 
reform and our construction will be adversely affected. Because the old 
structure is still playing a big role, our present reform task is even more 
arduous. Psychologically, we should be fully prepared. During the transition 
from the old structure to the new, there will be contradictions, and naturally 
there will be different views or even arguments over matters concerning the 
reform. We should not let a little problems in our work shake our confidence 
in reform. We should carefully plan and guide the reform, solve problems in 
our work in good time, and make the new structure hold a leading position as 
soon as possible. 


We should adapt our thinking to a planned commodity economy as soon as pos- 
sible. Shanghai is an old industrial base with a processing industry and 
state enterprises holding a dominant position. After a long period of direct 
government management of the economy, we have become accustomed to a system 

of mandatory planning, under which the state assigns tasks, supplies raw and 
processed materials, and monopolizes the marketing of products. The new situ- 
ation created by the comprehensive reform is demanding of our cadres at all 
levels to change old patterns and outmoded ideas, and learn as soon as possible 
how to conscientiously use the law of value and the market mechanism to enhance 
the ability of enterprises to deal with the changing market situation, in com 
petition and in self-transformation. It also demands of us to learn how to use 
economic and legal measures to regulate economic activities in society through 
various economic organizations, and to improve our skills ju indirect manage- 
ment. 


In short, our reform task during the Seventh 5-Year Plan is very arduous. We 
must sum up experience in the course of practice, carefully consider the present 
and the future, do meticulous work, and soundly promote reform. 


During the Seventh 5-Year Plan, we must build socialism in both material and 
spiritual aspects, meaning a prerequisite of, and a supplement to, each other. 
Stressing the need to build “two civilizations” simultaneously, we must pay 
close attention to building spiritual civilization. It is necessary to 
intensify ideological and political work in accordance with the tasks and 
demands of the new period, and regularly conduct education among the masses of 
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cadres and people in ideals, morality, general knowledge,. and discipline, as 
well as in the situation and policies. It is necessary to further launch the 
"five stresses, four beauties, and three ardent loves" activities, and en- 
courage the spirit of working hard for the modernization and revitalization of 
the Chinese nation, in order to resist and oppose the inroads of decadent 
bourgeois and feudalistic ideas. It is necessary to continue to stress the 
principle of material incentive while striking at ideas and acts of seeking 
private gain at public expense and "putting money above anything else." 
Special efforts should be made to closely coordinate school, family, and 
community in intensifying ideological education among youngsters to ensure 
healthy growth of the younger generation. It is necessary to deepen the ac- 
tivities for "civilized residents, units, and cities," step up education in 
professional ethics among all trades and professions, adn build the "ten 

major civilized windows" by improving service quality and attitude, treating 
others with courtesy, respecting the old, assisting the young, readily helping 
others, keeping public places clean, and observing traffic regulations, 
thereby building Shanghai into a civilized socialist city. 


Departments engaged in teh study of social sciences should conduct in-depth 
and systematic study on major theoretical and policy questions regarding 
social development and reform, and strive to complete a number of quality 
projects and offer good advice to governments at various levels. 


As culture is an integral part of socialist spiritual civilization, we should 
energetically develop and nurture various cultural undertakings during the 
Seventh 5-Year Plan in order to enrich the people's spiritual life and raise 
their intellectual and moral standards. In newspaper publication, it is 
necessary to improve the quality of mewspapers and accelerate the construction 
of business buildings for the three newspapers. It is also necessary to pay 
attention to the social benefits of publication work, speed up the technolog- 
ical transformation of printing enterprises, and expand their printing capacity 
and cuality. We should enrich radio and TV programs, improve their quality, 
increase broadcasting hours, and shoot more TV films reflecting the character- 
istics of the times and providing inspiration for the people. We should also 
encourage literary and artistic creation, build more stages for literary and 
artistic performances, and improve their quality. In stepping up construction 
of cultural facilities, it is necessary to build and renovate a few movie 
houses and theaters, raise funds to build culture and arts centers, facilitate 
construction of the new building for the Shanghai Livrary, and improve the man- 
agement of museums, archives, and other cultural establishments. We should 
extensively unfold mass physical culture activities, build up the people's 
physical strength, and vigorously train good coaches and athletes in order to 
win more victories in competition at home and abroad. 


It is necessary to give further expression to socialist democracy and improve 
the socialist legal system. Efforts should be made to popularize legal knowledge 
and enhance legal sense among the municipality's residents within the next 5 
years. It is necessary to mobilize and rely on various quarters to take con- 
certed action to improve public order, deal firm blows at serious economic 

crime and criminal offenses, and check and prohibit all improper activities 
corrupting general social conduct. It is also necessary to further implement 








the responsibility system in public security, educate, help, and transform 
criminals with minor offences, and do everything possible to further stabil- 
ize society. We are convinced that, by relying on the broad masses of people 
under the leadership of the municipal party committee, we shall definitely be 
able to achieve a fundamental improvement in prevailing social conduct and 
create a good social environment for transforming and revitalizing Shanghai. 


Deputies: 


The implementation of the Seventh 5-Year Plan is a glorious and yet arduous 
task, and we feel deeply that we have a heavy responsibility. In order to 
live up to the trust placed in us by the Shanghai people, we shall firmly 
improve government organizations at all levels, and seriously pay attention 
to the following three tasks: 


We: shall reform the administrative organization. The municipal government 
will be reformed in accordance with a principle of separating government 
functions from business management, simplifying administration and decentral- 
ization, and the indirect management of enterprises. It will gradually read- 
just its organization, strengthen multifunction departments, disorganize or 
merge overlapped organizations, reduce management levels, and streamline tempor- 
ary agencies. It will strengthen its leadership over district and county gov- 
ernments, improve and readjust district and county governmental organizations, 
and make district and county governments play a greater role in urban construc- 
tion and management, the building of spiritual civilization, management of the 
collective and individual economy, and development of tertiary industry. We 
shall strengthen the basic level administration of neighborhocds, townships, 
and towns, particularly the offices of neighborhoods newly-added to urban 
districts, in order to gradually establish a more reasonable and highly ef- 
ficient urban government management system. 


We shall improve our leading methods. We are in a period of great change 
caused by reforms and opening to the outside world. Leading cadres at all 
levels and all staff members should conscientiously adapt themselves to the 
changes, study basic Marxist theories hard, gain economic and specialized 
knowledge, go among the masses at the grassroots units, pay attention to in- 
vestigation and study, and improve our ability to make decisions scientifically 
and to deal with problems. We should know that the management of a modern city, 
especially a big city like Shanghai, is very complex systems engineering, and 
the leaders’ knowledge and experience alone are not enough for the job. In 
addition to continuing to rely on government departments, we should bring into 
play the role of the research and consultancy departments in solving major 
problems. We should solicit opinions from all quarters, pool the wisdom of 

the masses, compare all options before making a final decision, and raise the 
scientific level and feasibility of the decision. Government economic manage- 
ment departments should gradually change their working methods. They should 
no longer devote their energy to assigning quotas, approving construction 
projects, allotting funds and materials. Instead, they should carry out over- 
all planning, implement policies, organize coordination, provide services, use 
economic means of regulation, and exercise effective inspection and super- 
vision. 





We shall improve our workstyle. The behavior and workstyle of government 
functionaries have a direct bearing on the image of the government in the 

eyes of the people. In order to improve our workstyle, we should pay atten- 
tion to three things. First, we should strengthen unified leadership. On the 
basis of fully displaying democracy, we should know how to practice centralism 
and make resolute decisions. Decisions must be implemented and no one should 
go his own way. Important projects must be f'rmly carried out to the end. We 
must coordinate all concerned and solve problems in good time to ensure con 
pletion of the projects on schedule. Second, we should improve working ef- 
ficiency. Government departments at all levels should establish a clear and 
definite system of responsibility, perform their duties, strengthen lateral 
ties among themselves, coordinate work on their own accord, and correct the 
workstyle of wrangling and being dilatory in doing things. We should improve 
our practice at meetings. A work meeting must be attended by representa- 
tives of the organizations concerned, so that it can make definite and feas- 
ible decisions. We should reduce meetings and documents to give cadres at all 
levels more time to go deep into the realities of life to solve problems. Third, 
it is necessary to encourage the spirit of doing solid work and renouncing 
empty talk in favor of practical work. Government departments at various levels 
should make arrangements for their work and inspect it, and they should “keep 
their promises and take resolute action." This year, the municipal government 
should carry out 15 practical tasks having a close bearing on the people's 
daily life, and it should make it a practice to carry out similar tasks every 
year in the future. Government functionaries should bear firmly in mind the 
purpose of serving the people wholeheartedly, be modest and prudent, and be 
honest and devoted to their official duties; they should not abuse their powers 
to seek personal gain; and they should forge close ties with the masses, con- 
tinue to improve their workstyle, play an exemplary role, and be a public 
servant trusted by the masses of people. We warmly welcome you deputies and 
people in the municipality to supervise, criticize, and help with the work of 
the municipal government. 


Deputies, the Seventh 5-Year Plan shows a grand, beautiful future for us. At 
the same time, we should fully realize that our tasks are arduous. Because 
the financial and material resources we can use during the Seventh 5-Year Plan 
are limited, many long-standing problems cannot be solved overnight. Solving 
such problems will call for a long, hard struggle by people throughout the 
municipality. We believe that under the correct leadership and kind attention 
of the party Central Committee and the State Council, and under the direct 
leadership of the municipal party committee, we can certainly successfully 
carry out the Seventh 5-Year Plan through the arduous.efforts and heroic strug- 
gle of Shanghai's workers, peasants, intellectuals, cadres, members of the PLA, 
and security policemen with a glorious revolutionary tradition, through the 
unity and concerted efforts of democratic parties, various nationalities, and 
personages who aredently love the socialist motherland, and with Shanghai's 
favorable conditions as an open city and the vigorous support of various 
fraternal provinces and municipalities. In so doing, we shall lay a solid 
foundation for making Shanghai an open, multifunctional, modern socialist city 
with a rational structure of industrial production, advanced science and tech- 
nology, and a high degree of civilization by the end of this century. 
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16 June 1986 


PROVINCIAL AFFAIRS 


ANHUI PEOPLE'S CONGRESS SESSION ENDS 
OW200545 Hefei ANHUI RIBAO in Chinese 29 Apr 86 p 1 


[Excerpts] After successfully completing all scheduled tasks, the Fourth 
Session of the Sixth Anhui Provincial People's Congress came to a triumphant 
conclusion at Jianghuai Grand Theater on the morning of 28 April. 


The session called on workers, peasants, intellectuals, and cadres, as well as 
PLA commanders and fighters; judicial, procuratorial, and public security 
cadres and police; and all democratic parties, people's mass organizations, 
and patriots to work with one heart and one mind, display the spirit of the 
foolish old man who moved the mountain, and strive for the fulfillment of the 
tasks for this year and the gigantic Seventh 5-Year Plan under the leadership 
of the CPC Central Committee; the State Council, and the Anhui Provincial CPC 
Committee. 


The executive chairmen of the sessions were Huang Huang, Wang Guangyu, Su Yu, 
Su Hua, Zhang Zuoyin, Wei Xinyi, Xia Deyi, Zheng Rui, Yang Chengzong, Zhao 
Minxue, Ying Yiquan, Kang Zhijie, Du Weiyou, Zheng Huaizhou, and Hu Xiangnong. 


The session adopted a resolution on Anhui’s Seventh 5-Year Plan and the report 
on the plan and decided to approve Governor Wang Yuzhao's report "Persist in 
Reform, Realize the Splendid plan, and Strive To Fulfill Anhui's Seventh 5- 
Year Plan" made on behalf of the provincial people's government and to approve 
in principle the "Seventh 5-Year Plan for Anhui's Economic and Social Develop- 
ment" formulated by the provincial people's government. 


The session also adopted resolutions on Anhui's 1986 plan for economic and 
social development; on Anhui's 1985 final accounts and 1986 budget, on the 
report on the work of the provincial people's Congress Standing Committee; on 
the report on the work of the provincial Higher People's Court; and on the 
report on the work of the provincial People's Procuratorate. 


The session approved requests by Zhang Zuoyin to resign from the post of vice 
chairman and by Tian Lei and Li Jixiang to resign as members of the sixth 

provincial People's Congress Standing Committee. The deputies accordec Zhang 
Zuoyin, Tian Lei, and Li Jixiang warm applause to thank them for their merit- 
orious services to the sixth provincial People's Congress Standing Committee. 
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The session approved the “election rules" and a namelist of general 
scrutineer and scrutineers. Through secret ballot in a by-election, the 
session elected Chen Tingyuan [7115 1656 0337] as vice chairman and 

Shi Yuansheng (0670 0337 3932], Li Dajing [2621 1129 4842], Zhou Zhenjiang 
[0719 2182 1730], and Wei Fuifeng [7614 3843 1496] as members of the sixth 
Provincial People's Congress Standing Committee. The session also elected 
Tai Baozhou [6733 0203 3166] and Wang Zhicai [3769 2784 2088] as chief 
procurators respectively of the Chuxian and Chaohu branches of the provin- 
cial Peopte's Procuratorate and Yao Heting [1202 7729 0080] as president of 
the Anging Prefectural Intermediate People's Court. 


Seated on the rostrum were, in addition to members of the session presidiun, 
the governor and vice governos of the provincial people's government, the 
presidént of the provincial higher people‘s court, and the chief procurator of 
the provincial people's procuratorate, as well as veteran Comrades Huang Yan, 
Li Shinnong, and Zhang Kaifan. 


Some NPC deputies from Anhui attended the session as observers. Also attend- 
ing the session as observers were other officials of the provincial people's 
government and responsibie persons of departments subordinated to the central 
authorities, organs directly under the provincial government, and colleges 
and universities in Hefei. 


The session closed victoriously amidst the majestic national anthem. 
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16 June 1986 


PROVINCIAL AFFAIRS 


HEBEL: SIXTH PROVINCIAL PEOPLE'S CONGRESS ENDS 
SK200817 Shijiazhuang HEBEI RIBAO in Chinese 5 May 86 p 1 


[Excerpts] The 10-day fourth session of the Sixth Provincial People's Congress 
was successfully concluded this afternoon after fulfilling all its scheduled 
tasks. 


The executive members of the congress presidium served as the executive chair- 
men of the closing ceremony of the congress session. They were Sun Guozhi, 

Wu Qingcheng, Guo Zhi, Yue Zongtai, Zhang Zhenchuan, Pan Chengxiao, Liu 

Ying, Wang Yu, Han Qimin, Wang Youhui, and Li Tie. 


Seated on the rostrum were Xing Congzhi, Xie Feng, Yang Zejiang and Yin Zhe, 
as well as the executive chairmen of the congress, and other members of the 
congress presidiun. 


Also seated on the rostrum were responsible comrades of the provincial CPC 
committee, including Li Wenshan, Zhang Chao, Ye Liansong, Lu Chuanzan, Qu 
Weizhen, Bai Shi, and Chen Yujie, and responsible comrades of the provincial 
government, the provincial CPPCC committee, the provincial military district, 
the various democratic parties, the provincial higher people's court, and the 
provincial people's procuratorate, including Wang Zuwu, Hong Yi, Zhang 
Runshen, Li Feng, Xu Chunxing, Bai Tieshi, Chen Lintang, Ma Zhuozhou, Wang 
Enduo, Ma Xinyun, Liu Zongyao, Du Jingyi, Dong Xuelin, Zhang Pingdong, Liu 
Zhiqi, Yang Naijun, Liu Zhenhua, Zhu Zeji, and Yu Zhenzhong. 


Also seated on the rostrum were Wang Zheng, Zeng Mei, Niu Shucai, Hu 
Kaiming, Cao Youmin, Ge Qi, Ding Tingxin, Zhao Zhuoyun, Zhao Zhenzhong, Zhou 
Xueao, and Lu Zhiguo. 


The session pointed out that the guidelines, principal tasks and work plans 
defined in the Seventh 5-Year Plan are correct and the stipulated fighting 
objective is feasible, and that i¢ is possible to realize them through common 
efforts of the people throughout the province. It also pointed out that the 
guidelines, objective, and plans accord with the demands of realizing the 
grand goal by the end of this century. 


At the fifth plenary meeting of the fourth session of the Sixth Provincial 
People's Congress held this morning, deputies elected Xie Feng governor of 
the provincial People's Government, and some members of the Standing 
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Committee were eletted to people's congress through by-elections and secret 
vote. 


The results of the by-elections were first announced at the closing ceremony 
held this afternoon. The session then adopted in success [word indistinct ] 
resolution on the report of the Hebei Provincial "Seventh 5-Year" Plan; 

a resolution on the report of the draft 1986 Hebei Provincial economic and 
social development plan; a resolution on the report of the 1985 Hebei 
Provincial financial account and of the 1986 draft financial budget; regu- 
lations on popularizing compulsory education in Hebei Province; a resolution 
on the work report of the Hebei Provincial People's Congress Standing Commit- 
tee; a resolution on the work report of the provincial Higher People's Court; 
and a resolution on the work report of the provincial People's Procuratorate. 
The congress session came to an end amid the grand playing of the national 
anthen. 


The executive chairman of this morning's session were Han Qimin, Zhang 
Zhenchuan, Wang Wanchun, Zhang Chunfu, Yang Xiangrong, and Cao Xi. 
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PROVINCIAL AFFAIRS 





REPORTAGE ON XIZANG PEOPLE'S CONGRESS SESSION 
Preparatory Meeting Held 
HK200207 Lhasa Xizang Regional Service in Mandarin 1130 GMT 19 May 86 


[Excerpts] A preparatory meeting «for the fourth session of the Fourth 
Xizang Regional People's Congress was held in the Lhasa Theater this morming. 
The meeting announced that the preparatory work for the session has been com 
pleted, and the session will open on 20 May. Pagbalha Geleg Namgya, vice 
chairman of the Regional People's Congress Standing Committee, presided at 
the meeting. 


The session agenda will be as follows: 1) To hear and discuss a regional 
government report on the draft of the region's Seventh 5-Year Plan for nation- 
al economic and social development, and to examine and approve this plan; 

2) to hear and discuss a report of the regional economic and planning commis- 
sion on the draft plan for the region's national economic and social develop- 
ment in 1986, and to examine and approve this plan; 3) to hear and discuss a 
report of the regional finance department on the final accounts for 1985 and 
the draft budget for 1986, and to examine and approve the final accounts and 
the budget; 4) to hear and discuss the work report of the regional People's 
Congress Standing Committee; 5) to hear and discuss the work report of the 
regional Higher People's Court; 6) to hear and discuss the work report of the 
regional People's Procuratorate; 7) appointments and dismissals; 8) other. 


People's Congress Session Opens 
HK210249 Lhasa Xizang Regional Service ii: Mandarin 1130 GMT 20 May 86 


[Excerpts] The fourth session of the Fourth Xizang Regional People's Congress 
opened in Lhasa today. Pagbalha Geleg Namgya presided at the opening ceremony. 
Present were responsible comrades of the party, government, and army in the 
region including Raidi, Basang, Mao Rubai, and Puqung. 


Doje Cering, acting~-chairman of the regional People's Government, delivered a 
report on the region's Seventh 5-Year Plan. The report was in three parts: 

a) the execution of the Sixth 5-Year Plan; 2) the basic tasks and focal points 
for the Seventh 5-Year Plan; 3) the main policies and measures for accomplish- 
ing the Seventh 5-Year Plan. 
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In the first part of the report, he reviewed the region's great achievements 
during the Sixth 5-Year Plan. He announced that the main targets of the plan 
were basically completed. The national economy developed, and progress was 
made in all undertakings. There was a marked improvement in the living 
standards of the peasants and herdsmen, and some of them started to get rich. 
Socialist nationality relations of equality, solidarity, and mutual assistance 
continually developed. The present is the best political and economic period 
in Xizang since its peaceful liberation. 


In the second part of his report, Doje Cering said that by 1990 the region's 
total industrial and agricultural output value should reach 1.2 billion yuan 
and gross domestic product should reach 1.49 billion yuan, which are respec- 
tively 34.8 percent and 33 percent higher than the 1985 figures. The basic 
tasks during the Seventh 5-Year Plan are as follows: 


1. Carry out deepgoing and systematic reform of the economic structure, and 
further harmonize the various réiationships. We must strengthen our own vital- 
ity, improve economic results, and make good progress in accomplishing the two 
switches. During the period of the plan, we should basically bring the 
region's economy into an open-style and operational-type track. 


2. We should vigorously develop commodity economy centered on the basic 

task of eliminating poverty and enriching the people, and bring about a rela- 
tively big improvement in the masses’ living standards. Average peasant and 
herdsman income by 1990 should reach 500 yuan. 


3. Open up more sources of increasing revenue and strive for a turn for the 
better in the financial situation. We should eliminate our deficits. 


4. We must make the greatest efforts to step up key construction work, tech- 
nological transformation, and exploitation of brain-power. We should prepare 
the necessary material, technological, and talent reserves for continued 
economic and social development in the region in the 1990's. 


We must focus on the following seven tasks in order to attain the goals and 
task of the Seventh 5-Year Plan: 1) Seriously grasp agriculture and animal 
husbandry, the foundation, 2) Make the greatest efforts to improve education. 
3) Strengthen the construction of energy, communications, and telecommunica- 
tions. 4) Vigorously develop tourism. 5) Further develop external economic 
and trade ties. 6) Actively develop nationality handicrafts and the proces- 
sing industries. 7) Actively develop ming. 


In the third part of his report, Doje Cering proposed seven major policies and 
measures for accomplishing the Seventh 5-Year Plan: 1) We must continually 
straighten out the guiding ideas on economic work. 2) We must carryout deep- 
going andssystematic reform of the economic structure. 3) We must persevere 
in opening up to the world. 4) We must tap more sources of increasing finan- 
cial revenue. 5) Attach importance to capital construction and strengthen 
management over it. 6) Build the two civilizations simultaneously. 7) Im 
prove work style. 
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Doje Cering Reviews Sixth 5-Year Plan 
HK220423 Lhasa Xizang Regional Service in Mandarin 1130 GMT 21 May 86 


[Excerpts] In his report to the fourth session of the Fourth Regional People's 
Congress, Regional Government Acting Chairman Doje Cering said: The 5 years 

of the Sixth 5-Year Plan were a period of claring away leftist influence, 
bringing order out of chaos, and gaining a fresh and deeper understanding of 
Xizang. 


He said: The region's total industrial and agricultural output value in 1985 
amounted to 100.45 percent of the Sixth 5-Year Plan target and showed an in- 
crease of 27.4 percent over 1980, having risen at an annual rate of 4.9 
percent. Agriculture and animal husbandry production revived and developed 
amid reform and readjustment during the 5 years. Industrial and communica- 
tions production made some progress amid reform and fulfilled the Sixth 5-Year 
Plan targets. In particular, nationality handicrafts focused on collective and 
individual operations have revived and developed relatively rapidly in recent 
years. 


There has been a great improvement in the basic conditions of communications and 
transport. The transport tasks were fulfilled relatively well. Construction 

of rural roads and bridges developed somewhat. Collective and individual 
transport undertakings developed rapidly. Total motor vehicle freight trans- 
portation amounted to 131 percent of the plan. Preparations for the estab- 
lishment of the Xizang Aviation Company are now underway. 


The region scored notable success in capital construction and technological 
transformation during the 5 years. Investment completed in fixed assets 
amounted to 80 percent more than during the Fifth 5-Year Plan. 


New developments have occurred in the region's external economic relations and 
trade. Tourism is gradually developing, and tourist facilitéés have now 
formed on an initial scale. 


Expenditure on education during the Sixth 5-Year Plan increased by 170 percent 
compared with the previous 5-year plan. Initial readjustments have been car- 
ried out in education. 


The party's policy on freedom of religious belief has been further implemented, 
and the masses’ legitimate religious activities have been respected and pro- 
tected. 


The party and government heve made positive efforts to improve the people's 
living standards, which have risen markedly. This is mainly shown in the 
following ways: 1) The income of the masses in the agricultural and pastroal 
areas has increased relatively rapidly. The wages of workers in units owned by 
the whole people increased at an annual rate of 22 percent during the period of 
the plan. 2) There has been a marked increase in urban and rural consumption 
level, and changes are occurring in the consumption pattern. 3) Housing condi- 
tions have improved. 4) There has been a big increase in urban and rural 
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savings deposits. 5) There has been relatively great development of urban 
public utilities. 


Doje Cering Reports on Seventh 5-Year Plan 
HK230205 Lhasa Xizang Regional Service in Mandarin 1130 GMT 22 May 86 


[Excerpts] Acting Regional Government Chairman Doje Cering said in his report 
at the fourth session of the Fourth Regional People's Congress that the 

Seventh 5-Year Plan is a key period in carrying out reform of the economic 
structure, bringing about the two switches, putting the economy gradually 

onto the track of self-development and into a benignant cycle, and laying the 
foundation for the enrichment of the masses. He said: The basic tasks for the 
Seventh 5-Year Plan are as follows: 


l. Carry out deepgoing and systematic reform of the economic structure, 
further harmonize relationships in all respects, increase self-vitality, 

and improve econemic results. We should take a relatively great stride for- 
ward in bringing about the two switches. 


2. Vigorously develop commodity economy centered on eliminating poverty and 
enriching the masses, and bring about a relatively great improvement in their 
living standards. : 
3. Open up more sources for increasing revenue, strive for a turn for the 
better in the financial situation, and eliminate deficits. 


4. Do everything possible to step up key construction work, technological 
transformation, and exploitation of brain-power. We should prepare the neces- 
sary material, technological, and talent reserves for the region's economic 
and social development in the 1990's. 


He said: We must focus on a number of tasks during the Seventh 5-Year Plan: 


1. Seriously grasp agriculture and animal husbandry, the foundation. During 
the period of the plan, we must continue to persevere in the principle of 
focusing on animal husbandry, integrating animal husbandry, agriculture, and 
forestry, diversifying in light of local conditions, and developing commodity 
production. The economy in the agricultural and pastoral areas should gradu- 
ally become specialized and modernized commodity economy. 


2. Do everything possible to make a success of running education well. We 
must vigorously step up basic education during the Seventh 5-Year Plan, inm- 
prove the quality of education, and adopt a variety of forms of running 
schools. We must give priority to teacher training and improve the building 
of the teacher force. We must straighten out and improve tertiary education 
and specialized secondary education, gradually develop adult education, and 
gradually establish teaching in both Tibetan and Chinese languages. 
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3. Strengthen energy, communications, and telecommunications construction. 
We must map out plans for developing electric power throughout the region. 

In communications, we must continue to get a good grasp of road construction 
and speed up the construction of air transport. We must step up the building 
of modern telecommunications, with the focus on developing ground satellite 
stations. We must develop domestic and international telephone and facsimile 
communications, and improve postal services. 


4. We must vigorously develop tourisn. 


5. Further develop foreign economic relations and trade. During the Seventh 
5-Year Plan, we must focus on the cardinal dinks of production and procurement 
centered on increasing our ability to earn foreign exchange from exports. We 
must organize relatively ample resources of exports. We should set up a 
variety of export commodity bases and gradually from a relatively complete 
export production setup. 


While upholding the principle of wnified external dealings, we should further 
relax the pehicies and vigorously develop trade with neighboring countries and 
border trade. 


6. We should actively develop nationality handicrafts and processing indus- 
tries. 


7. We must actively develop mining. In the next 5 years, we should gradually 
establish and put on a sound basis a local mining legal system, carry out 
geological prospecting in a planned way, and map out plans for exploiting 

and using resources. The government and the departments concerned should 
provide assistance and guidance in capital, technology, equipment, transport 
and sales. 


Congress Hears Planning, Budget Reports 
HK230207 Lhasa Xizang Regional Service in Mandarin 1130 GMT 22 May 86 


[Text] The fourth session of the Fourth Xizang Regional People's Congress held 
its second full gathering on the afternoon of 22 May. (Xiang Yang), director 
of the regional Economic and Planning Commission, delivered a report on the 
draft 1986 national economic and social development plan for 1986. (Li 
Liangyan), deputy director of the regional finance department, reported on the 
final accounts for 1985 and the draft budget for 1986. 


Director (Xiang Yang) said that the guiding idea in arranging this year's plan 
is to continue to implement the series of important central instructions on 
work in Xizang and the spirit of the enlarged meeting of the regional CPC 
Committee Standing Committee, base everything on Xizang realities, further 
eliminate leftist influence in economic work, continue to practice the prin- 
ciple of opening up to the world and invigorating the domestic economy, per- 
severe in reform, and strengthem macwoeconomic control. It is necessary to 
maintain a certain economic growth rate under the premise of improving economic 
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results, which must be assigned an important strategic position. We should 
actively develop tourism and foreign trade. Obher undertakings should de- 
velop correspondingly. Urban and rural living standards should be further 
improved on the basis of the development of production. We must also get a 
good grasp of building spiritual civilization. 


(Li Liangyan) said in his report: In view of the region's actual financial 
state, the principle in arranging the budget for this year is to ensure the 
expenditure needs for the population, for normal undertakings, and for struc- 
tural reform, cut expenditure on capital construction and on administration, 
support the masses in getting rich, and support the development of education 
and tourisn. 
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PROVINCIAL AFFAIRS 


PEOPLE'S CONGRESS SESSION OPENS IN HEILONGJLANG 
SK210359 Harbin Heilongjiang Provincial Service in Mandarin 0900 GMT 20 May 86 


[Excerpts] The fourth:session of the Sixth Heilongjiang Provincial People's 
Gongress: opened at the theater of the provincial exhibition hall this morning. 


Today's session was presided over by the executive chairmen of the congress, 
including Li Jianbai, Chen Yuanzhi, Lu Guang, Wei Zhimin, Wang Jinling, Liu 
Huixian, Wang Pili, Wang Zhaozhi, Zhao Zhenhua, and Zhang Ruoxian. At 0830, 
Li Jianbai declared the opening of the congress session. 


At the session, on behalf of the provincial government, Governor Hour Jie 
delivered a report on the Heilongjiang Provincial Seventh 5-Year Plan for 
economic and social development. The title of Governor Hou Jie's report is: 
persist in reform, work in a down-to-earth manner, and strive to realize the 
province's Seventh 5-Year Plan. 


Seated on the rostrum of today's session were members of the congress presidium, 
and leading conrades of the provincial CPC Committee, and provincial Advisory 
Commission, the provincial government, and the provincial CPPCC Committee, in- 
cluding Sun Weiben, Hou Jie, Wang Zhao, Li Genshen, Chen Yunlin, Zhou Wenhua, 
Wang Yusheng, Li He, Wang Luming, Zhang Lin, Wang Lianzheng, An Zhendong, 

Liu Zhongli, and Jing Bowen. 


Also seated on the rostrum were Zhang Li, president of the provincial Higher 
People's Court, and Jia Chengwen, chief procurator of the provincial People's 
Procuratorate, and retired veteran cadres of the province, including Zhao 
Dezun, Wang ¥Yilun, Chen Jianfei, Ni Wei, Zhang Ruilin, and Wang Minggui. 


Committee members attending the fourth session of the Fifth Provincial CPPCC 
Committee; responsible persons of various democratic parties; responsible 
comrades of some provincial-level commissions, offices, departments, and 
bureaus; and responsible comrades of some prefectures, cities, and counties 
and the military subdistricts attended today's session as observers. 
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PROVINCIAL AFFAIRS 


REPORTAGE ON GUANGDONG PEOPLE'S CONGRESS SESSION 
Luo Tian Declares Meeting Open 
HK210349 Guangzhou Guangdong Provincial Service in Mandarin 0300 GMT 21 May 86 


[Excerpts] The fifth session of the Sixth Guangdong Provincial People's 
Congress opened in the Zhongshan Memorial Hall this morning, attended by 986 
people's deputies. The executive chairmen today were Luo Tian, Lin Ruo, Ren 
Zhongyi, Li Jianzhen, Liu Tianfu, Liang Lingguang, Wang Ning, Wu Nansheng, 
Zhang Juhui, Xue Yan, Yi Meihou, (Guo Yixin), (Liao Buru), (Yang Wengui), and 
(Zhong Yaokui). Luo Tian, chairman of the provincial People's Congress Stand- 
ing Committee, declared the session open at 03900. Governor Ye Xuanping de- 
livercd a report on the draft of the province's Seventh 5-Year Plan for na- 
tional economic and social development. 


He first reviewed and affirmed the achievements of the province during the 
Sixth 5-Year Plan in persevering in reform and opening up to the world. 

He continued [begin recording]: By 1990, the province will have formed a con- 
siderable industrial and agricultural production capacity with a relatively 
rational pattern. ‘he open zones will further play their role as windows of 
technology, management, nowledge, and the open policy, and their external and 
interna] radiation roles. There will be a marked improvement in the energy 
shortage as a result cf the construction of a number of thermal power sta- 
tions, and the linking up of the Guangdong and Guangxi power grids, plus the 
exploitation and use of natural gas and offshore oil. In air, waterway, 
railroad, and highway communications and in telecommunications, a network 
will be formed, centering on Guangzhou, linking up places:inside and outside 
the province, Hong Kong, Macao, and foreign countries. A system of scientific 
research serving economic construction and of its popularization will be 
initially formed. The province will form in foreign economic relations and 
trade an export commodity setup with strong market competitiveness, good: foreign 
exchange earnings capability, and Guangdong characteristics. The markets and 
tourism will become more flourishing. The province will enjoy good political 
stability and social order and mood. The people will be happy in their lives 
and business. Guangdong will enter a new period of economic invigoration. 
[end recording] 
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Governor Assesses Sixth 5-Year Plan 
HK220849 Guangzhou Guangdong Provincial Service in Mandarin 0300 GMT 22 May 86 


[Text] Governor Ye Xuanping said in his report at the fifth session of the 
Sixth Provincial People's Congress that most of the targets set for the Sixth 
5-Year Plan were fulfilled or overfulfilled. The Sixth 5-Year Plan goes into 
the history book as the most prosperous in the province's history. 


Ye Xuanping said: The province's economy achieved sustained and steady 

growth during the Sixth 5-Year Plan. Total industrial and agricultural out- 
put value in 1985 was 69.1 billion yuan, having risen at an annual rate of 
13.6 percent during the 5 years. Gross social product, gross domestic 
product, and financial revenue all rose by an annual average of more: than 

13 percent. National income rose at an average annual rate of 11.7 percent. 
Such growth was higher than what the province recorded during the Fifth 5-Year 
Plan and also exceeded the national average. This was the fastest period of 
economic growth in the province since the founding of the state. 
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PROVINCIAL AFFAIRS 


REPORTAGE ON HUNAN PEOPLE'S CONGRESS SESSION 
Mao Zhiyong, Others Attend Opening 
HK220315 Changsha Hunan Provincial Service in Mandarin 1000 GMT 21 May 86 


[Excerpts] The fourth session of the Sixth Hunan Provincial People's 
Congress opened in Changsha today. The opening ceremony was attendédd! by:.Mao 
Zhiyong, Xiong Qingquan, and other leading comrades of the party and govern- 
ment in the province. Executive Chairman Jiao Linyi declared the session 
open at 0900. 


Governor Xiong Qingquan delivered a government work report to the session. 
The report was in four parts: 1) the main achievements during the Sixth 
5-Year Plan; 2) the basic tasks and strategic focal points during the Seventh 
5-Year Plan; 3) get a good grasp of this year's economic work; 4) vigorously 
step up the building of socialist spiritual civilization and the legal systen. 


Also present at the opening ceremony were responsible comrades of the provin- 
cial CPC Committee, advisory commission, discipline inspection commission, 
government, CPPCC, and military district including Liu Zheng, Liu Fusheng, Wan 
Da, Zhao Chuqi, Shi Xinshan, Chen Bangzhu, Wang Xiangtian, Cao Wenju, Yu 
Haichao, Yang Huiquan, Chen Xinling, Yin Changmin, Zhou Zheng, Tong Ying, 
Peng Mingbing, (Shi Jinhu), Jiang Jinliu, and Gu Shanqing. 


The session held its second full gathering in the afternoon. (Wang Xiaofeng), 
director of the provincial planning commission, reported on the draft provin- 
cial economic and social development plan for 1986. (Xu Baoyuan), director 
of the provincial finance department, reported on the final accounts for 1985 
and the draft budget for 1986. 


(Wang Xiaofeng) said: As far as reforms are concerned, this year the pro- 
vince must concentrate on consolidation, digestion, replenishment, and improve- 
ment, and prepare for new strides in reform next year and the year after. In 
economic construction, we must continue to control investment in fixed assets 
and excessive growth in consumption funds. We must also strive to improve 
supplies, further invigorate the economy, and strive for a rough balance 
between social supply and demand, thus ensuring steady and coordinated devel- 
opment of the national economy. 
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(Wang Xiaofeng) said: The province's industriai and agricultural output value 
this year should raise by 7.5 percent over last year. He also reported on the 
specific tasks and main measures for this year. 


(Xu Baoyuan) then reported on the final accounts for 1985 and the draft budget 
for 1986. He said: The province had a balanced budget in 1985 and also 
maintained the surplus level of the previous year. On the draft budget for 
1986, he said: This year we must further perfect the fiscal and taxation 
reform measures, vigorously develop production, and further improve economic 
results. We must tap more sources of increasing revenue and ensure key con- 
struction work. We must focus on supporting the development of education and 
science, and appropriately increase investment in agriculture. On the basis 
of developing production and improving economic results, we should continue to 
improve living standards. We should maintain a balanced budget through 
strengthening comprehensive balance and fiscal controls, and achieve a slight 
surplus. He also reported on specific measures for achieving the tasks in 
this year's budget. 


Governor Gives Government Work Report 
HK2 30405 Changsha Hunan Provincial Service in Mandarin 0900 GMT 22 May 86 


[Excerpts] In his government work report at the fourth session of the Sixth 
Provincial People's Congress, Hunan Governor Siong Qingquan first reviewed 
the province's main achievements during the Sixth 5-Year Plan. 


He said: Most of the tasks and goals of the Sixth 5-Year Plan were fulfilled 
or overfulfilled. Gross domestic product rose at an annual average of 9.6 
percent during the 5 years, while national income rose at an annual average 
of 813 percent. Industrial and agricultural output value rose at an annual 
average of 8.7 percent. Agrichltural output value, including village-run 
industries, rose at an annual average of 8 percent. Industrial output value 
rose at an annual average of 9.3 percent. Local financial revenue, calculated 
according to comparable headings, rose at an annual average of 9:2 percent. 


The province's grain output in 1985 was 25,143,000 tons, having risen at an 
annual average of 3.4 percent. Output of pork, beef, and mutton was 1,385,100 
tens, having risen at an annual average of 8.4 percent. In 1985 Hunan ranked 
among the top five in the country in production of grain, pigs, tea, tobacco, 
jute, ambary hemp, ramie, and reshwater products. 


The province's coal output in 1985 was 29.45 million tons, having risen at an 
annual average of 4.2 percent. Electric power generation was 14.75 billion 
kilowatt hours, having risen at an annual everage of 4.4 percent. Steel out- 
put was 1.09 million tons, having risen at an annual average of 9.5 percent. 
The province ranked among the top five in the country in production of 10 non- 
ferrous metals, chemical fertilizer, sulphuric acid, and cigarettes. We were 
among the 12 provinces and municipalities producing more than 1 million tons 
of steel a year. 
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The province made major progress in capital construction and technological 
transformation during the Sixth 5-Year Plan. New developments occurred in 
science and technology, education, culture, public health, and sports. 
Living standards in urban and rural areas showed notable improvement. Com- 
paring 1985 with 1980, the average net income of the peasants rose from 220 
yuan to 395 yuan, while the average cash earnings of urb an workers rose from 
718 yuan to 1,109 yuan. Total urban and rural savings deposits at the end 

of 1985 were 5.011 million yuan, an increase of 340 percent over 1980. 


Governor Xiong Qingquan also spoke on shortcomings and mistakes in work and 
on difficulties and problems on the way ahead. He said: After the party's 
work focus shifted to economic construction, we failed to carry out an in- 
tensive survey of the province's basic conditions, and our strategic ideas 
on economic development were not clear-cut enough. Not enough stress was 
placed on the strategic focal points. Although we could see that the short- 
age of electric power was a major factor constraining Human's economic de- 
velopment, we laid too much stress on the difficulties in solving this prob- 
lem and failed to summon up sufficient resolve to concentrate efforts on 
electric power production. 


Our support and service for agriculture in recent years has been ineffective. 
In particular, agricultural capital construction has been slackened somewhat. 
We have failed to take effective action in using our abundant agricultural 
and sideline production resources to speed up the development of the food 
and fodder industries and promote the township enterprises. 


Governor Xiong Qingquan said: Although we have attached importance to as- 
sisting old revolution bases, minority-nationality areas, and remote and 

poor regions in developing production and solving the masses’ livelihood dif- 
ficulties, we have failed to do enough study of the actual problems there, 

and the policies and measures have not been sufficiently firmed up. While 
attaching importance co building material civilization, we have failed to get 
a sufficient grasp of building socialist spiritual civilization and the legal 
system. Certain factors of instability have appeared in our economic life amid 
our excellent economic situation. Supply of some materials has failed to meet 
demand. Prices rose too fast at one time. In capital construction, we have 
failed to strictly control construction projects not covered by the plan. 


In improving and widening roads, although our point of departure was good and 
some successes were scored, due to failure to act according to capital construc- 
tion procedures, to insist on scientific design and careful construction work, 
and to strictly enforce the laws and regulations on acquisition of land and 
demolition of houses, there was a rush into mass action, and in some cases 
compulsory orders were given which violated law and discipline and harmed the 
masses’ interests. This is a profound lesson. The provincial government and 
the government at all levels have taken and are continuing to take steps to 
seriously solve this problem. 


Governor Xiong Qingquan proposed the basic tasks and the major economic and 
social development targets for Hunan during the Seventh 5-Year Plan. He also 
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gave views on questions related to achieving the main targets. He said: 
The basic tasks for the province during the Seventh 5-Year Plan are as 
follows: 


l. Continue to promote all-round reform of the economic structure and 
basically lay the founation for a new-style socialist economic setup. 


2. Maintain sustained and steady economic growth. Under the premise of 
controlling total investment in fixed assets, we should vigorously step up 
key construction work, technological transformation, and exploitation of 
brain-power, to strengthen our reserve force for economic and social develop- 
ment during the 1990's. 


3. Continue to improve urban and rural living standards on the basis of de- 
veloping production and raising economic results. 


Governor Xiong said: In the course of 5 years of hard work, we should strive 
to catch up with and surpass the national averages in economic and 

social development targets, and ensure synchronous growth of industrial 

and agricultural output value, national income, and financial revenue. Cal- 
culated by 1985 prices, gross domestic product should rise by an annual average 
of 8.5 percent and national income by an annual average of 8 percent up to 
1990. Calculated by 1980 prices, industrial and agricultural output value 
should rise by an annual average of 7.7 percent. We should strive to achieve 
the first doubling by 1989. The average net peasant income should rise at an 
annual average of 7 percent, while workers’ wages should rise at an annual 
average of 5.2 percent during the 5 years. The total urban and rural consump! 
tion level should rise by an annual average of 5 percent. 


Governor Xiong Qingquan stressed: The merit for the economic achievements of 
the Sixth 5-Year Plan should be ascribed to reform. We must continue to de- 
pend on reform to fulfill the Seventh 5-Year Plan. Reform is the primary task 
of the plan period. There are three main contents of the province's economic 
structural reform during the Seventh 5-Year Plan: 1) Further invigorate the 
enterprises, especially the large and medium enterprises, and truly turn them 
into relatively independent economic entities and socialist commodity producers 
and operators responsible for their own operations, profit, and loss. 

2) Further develop the socialist commodity market, and establish a unified, 
open, and competitive socialist market setup. 3) State management of the 
enterprises should gradually switch from focusing on direct control to indirect 
control. A new socialist macroeconomic management system should be set up. 


Governor Xiong said: The current situation in the province's reforms is good. 
However, reform is a major and unprecedented change. Problems of various kinds 
are inevitable. It is also very natural that people should have a variety of 
different views on reform. We must certainly not get panic-stricken and give 
up eating for fear of shocking just because some problems occur. Reform re- 
quires a number of pioneering comrades to engage in bold exploration and inno- 
vation. When certain shortcomings and mistakes occur in the course of their 
exploration and innovation due to lack of experience, we must enthusiastically 
help them to sum up the experiences and lessons, correct the shortcomings, and 
continue to forge ahead. 


/9274 
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PROVINCIAL AFFAIRS 


HOANG VAN HOAN VISITS SHANXI PROVINCE 
HK220347 Taiyuan Shanxi Provincial Service in Mandarin 2200 GMT 2: May 86 


[Excerpts] Comrade Hoang Van Hoan visited Shznxi Province on 20 and 21 May. 
On his arrival by train from Xian, he was welcomed by Li Ligong, secretary 

of the provincial CPC Committee; Zhang Changzhen, member of the standing com- 
mittee of the provincial CPC Committee; Luo Guibo, a member of the Central 
Advisory Commission; and [name indistinct], director of the provincial foreign 
affairs office. Comrades Li Ligong and Luo Guibo also gave a banquet for 
Comrade Hoang Van Hoan, and accompanied him to various places in Taiyuan City 
including the provincial museun. 


Hoang Van Hoan also made a special trip to Luo Guibo's home to see his old 
friend. 


Interviewed by reporters, Comrade Hoang Van Hoan said that Shanxi has an 
ancient history and its people have glorious revolutionary traditions. I be- 
lieve that under the correct leadership of the CPC Central Committee, the 
people of Shanxi will certainly make contributions to invigorating China during 
the practice of socialist construction. 


Comrade Hoang Van Hoan left Taiyuan on the evening of 21 May. 


19274 
CSO: 4006/1045 


70 








JPRS-CEA-86-072 
16 June 1986 


PROVINCIAL AFFAIRS 


SIXTH SHANDONG PEOPLE'S SESSION CONCLUDES 
SK200359 Jinan Shandong Provincial Service in Mandarin 2200 GMT 19 May 86 


[Text] The fourth session of the Sixth Shandong Provincial People's Congress 
successfully concluded amid the playing of the majestic national anthem on the 
morning of 19 May after its agenda items were satisfactorily fulfilled. 


The session called on the people throughout the province to more closely 
unite as one, to push forward the drive to conduct reforms and to pioneer the 
road of advance by displaying the indomitable spirit, and to strive to fulfill 
or overfulfill the Seventh 5-Year Plan of the province. 


The closing meeting of the session held that morning approved the resolution on 
the province's Seventh 5-Year Plan and the report on the Seventh 5-Year Plan, 
the resolution of the 1985 provincial final financial accounts and the 1986 
financial budget, the resolution on the work report given' by the provincial 
People's Congress Standing Committee, the resolution on the work report given 
by the provincial Higher People's Court, and the resolution on the work report 
given by the provincial People's Procuratorate. 


The closing meeting of the session also approved the three resolutions on the 
resignation application submitted by some Standing Committee members of the 
provincial People's Congress, vice governors of the province, the president 
of the provincial Higher People's Court, and the chief procurator of the pro- 
vincial People's Procuratorate. 


After full deliberation and consultation, the session balloted for 4 vice 
chairmen of the provincial People's Congress Standing Committee and 14 Standing 
Committee members of the provincial People's Congress, and decided to appoint 

3 vice governors of the province. 


The session also elected the president of the provincial Higher People's Court 
and the chief procurator of the provincial People's Procuratorate. In line 
with the legal procedure, the name of the elected chief procurator will be 
made public after the approval of the NPC Standing Committee. 


Xu Leijian, executive member of the session's presidium, presided over the 
closing meeting. Also attending the closing meeting were executive members 
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of the session's presidium, including Liang Buting, Jiang Chunyun, Li Zhen, 
Xiao Han, Gao Fengwu, Zhang Zhusheng, and Xu Jianchun. 


Attending the closing meeting as observers were responsiblé persons from the 
departments, commissions, and offices: under the provincial CPC Committee; 
deputy secretaries general of the provincial People's Congress Standing Con- 
mittee and deputy directors of the general office under the Standing Commit- 
tee; responsible personnel from the departments under the provincial People's 
Government; vice presidents of the provincial Higher People's Court; and 
deputy procurators of the provincial People's Procuratorate. 


On the afternoon of 19 May, chairman, vice chairmen, and the newly elected 
vice chairmen and members of the provincial People's Congress Standing Com- 
mittee got together to hold a cordial talk. 


/9274 
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16 June ieee 


PROVINCIAL AFFAIRS 


GUIZHOU CPC SECRETARY VISITS TEXTILE FACTORY 
HKO21311 Guiyang Guizhou Provincial Service in Mandarin 2300 GMT 1 May 86 


[Text] On 1 May, International Labor Day, Hu Jintao, Provincial CPC Com 
mittee secretary, and He Renzhong, vice chairman of the provincial Advisory 
Committee, went oo the Qingzhen textile printing and dyeing mill to extend 
holiday greetings to the workers and staff who stood fast at their posts on 
the holiday. 


As soon as Comrades Hu Jintao and He Renzhong arrived at the mill at 0930, 
they went directly to the workshops and spent 1 hour familiarizing themselves 
with production in the textile, weaving, printing, and dyeing workshops. 

They had cordial conversations with workers. Then they went to the office 

to meet all the staff working there and listen to a report on production by 

a responsibié person of the mill. 


The Qingzhen textile printing and dyeing mill did well in production from 
January to April this year. Comrade Hu Jintao said that this was a result 
achieved by the 4,000 staff and workers of the mill who have been united 
and fought heroically. He expressed the hope that the staff and workers 
would continue their efforts and maker greater contributions to the country. 


He said that to develop the excellent situation, factories and mines must 
grasp two things at present: 1) They must persevere in reforms within enter- 
prises, further perfect and improve the responsibility system, unleash the 
initiative of staff and workers, and invigerate the enterprises; and 2) they 
must strengthen business management and produce more marketable products to 
open up more markets and improve their economic results. Leadership organs 
at all levels must change their style, do more practical things, pay atten- 
tion to efficiency, and do their utmost to serve the grass roots. 


/9274 
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JPRS«CEA-86-0/72 
16 June 1986 


ECONOMIC PLANNING 


YUNAN NATIONAL ECONOMIC SEMINAR CONCLUDES 
HK200835 Kunming Yunnan Provincial Service in Mandarin 2200 GMT 19 May 86 


[Text] The 5-day second national feasibility study and economic evaluation 
seminar concluded yesterday morning in Kunming. In the course of the meet- 
ing, some 100 participating specialists and scholars held lively discussions 
on making scientific decisions on investment projects. They also proposed 
many constructive suggestions. 


The closing session held yesterday morning was chaired by (Zhang Tan), deputy 
director-general of the Economic, Technological and Social Development Re- 
search Center under the State Council. Zhou Daojiong, president of the 
People's Construction Bank of China, delivered a summary speech, 


He said: This seminar is a gathering of specialists and scholars from three 
sectors namely universities and colleges, designing and consultative institutes, 
and relevant departments, committees and banks of the State Council. They are 
the core force of China and advocate the practice of making scientific de- 
cisions on investment projects. The representatives of these three sectors 
proposed more than 80 theses on different viewpoints at the seminar. They 
unanimously hold that conducting feasibility studies, evaluating the national 
economy and making scientific decisions on investment projects are very im 
portant guarantees for checking the scale of investment, readjusting the struc- 
ture of investment and improving the economic results of investment. 


Comrade Zhou Daojiong pointed out: This seminar is a meeting for exchanging 
ideas, examining results as well as for specialists and scholars to suggest 
their ways and means. 


Gao Yang, a member of the Central Advisory Commission and chairman of the board 
of directors of China Investment Consultative Company, made an important speech 
at the closing session. 


He pointed out: feasibility studies are new things developed in the wake of 
reforms of the economic structure. He encouraged the intellectuals who engage 
in the work to make greater contributions to making scientific decisions on in- 
vestment projects and for the four modernizations. 


The closing session was also attended by Ma Hong, director general of the Econ- 
omic, Technological and Social Development Research Center under the State 
Council; Jin Renqing, vice governor of Yunnan. 
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JPRS-CEA+86-0/2 
16 June 1986 


ECONOMIC PLANNING 


XIZANG TOURISM, ECONOMIC WORK CONFERENCE OPENS IN LHASA 
HK140456 Lhasa Xizang Regional Service in Mandarin 1130 GMT 13 May 86 


[Excerpt] On economic work and trade, Dainba Gyaincain said: Lhasa is 
rich in resources for making agricultural and sideline products, native 
products and specialities. Through this conference, we must take immediate 
actions to thoroughly investigate our natural resources, make measures 
suit the local conditions, mobilize the positive factors of various areas, 
carry forward the spirit of the foolish old man who removed the mountains, 
and use the natural resources to develop work concerning production, | pur- 
chasing and export, We must promptly create a new situation in which 

the economic work and trade are flexible, brisk and run in an orderly way 
despite strict control. 


Dainba Gyaincain stressed: No matter whether we develop tourism or handle 
economic work and trade, we must seek a common understanding, coordinate 
our steps, and take the overall situation into consideration. Only thus can 
we achieve positive results when invigorating Lhasa City. 


19274 
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FINANCE AND BANKING 


CONTROL OF INSTITUTIONAL PURCHASES DISCUSSED 


Beijing CAIWU YU KUAIJI [FINANCE AND ACCOUNTING] in Chinese No 9, 20 Sep 85 
pp 20-21 


{Article by National Staff Office in Control of Institutional Purchases under 
the Ministry of Finance: "Ministry of Finance Issued ‘Circular Concerning 
Further Control of Institutional Purchases'"] 


{Text] To control the irrational increase in consumption funds and to help 
achieve a balanced receipts and payments in state finance, the Ministry of 
Finance, with the concurrence of the leading comrades in the State Council, 
has recently issued the "Circular Concerning Further Control of Institutional 
Purchases." After analyzing the causes of the continued increase in 
institutional purchases, the circular lists the following measures to 
strengthen such control: 


1. The control should be strictly based on the state's allocated indices. 
The indices for the control of institutional purchases in the current year has 
been allocated and relayed to the lower levels by the National Staff Office 
in Control of Institutional Purchases, as instructed by the State Council. 
All regions and departments must comply with the indices allocated by the 
state and see to it that these indices are adhered to at all levels, down to 
the basic level, and that only savings, but not overspending, are permitted. 
They should set up an institutional purchase account in which the quantities 
of cummodities purchased and tne amounts spent on them should be recorded. 


2. The system of examination and approval for purchase of the 17 specially 
controlled items must be strictly enforced. Except for the motor vehicles 
imported by Hainan Island and some items specially approved by the State 
Council, approval for the remaining items will be withheld within the current 
year. In the future, any unit desiring to import the specially controlled 
items must first obtain the conourrence of the national, provincial, 
autonomous regional, or municipal staff office (of municipalities directly 
under the central government) in control of institutional purchases before 
starting the import procedures. Imports without this process of examination 
and approval will be considered as a violation of the financial law. The 
purchases of specially controlled commodities by units below the county level 
(including the collective units in townships and towns) must be first examined 
and approved by the staff office in control of institutional purchases above 
the county level. 
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3. The volume of institutional purchases by the regular armed forces, the 
people's armed forces, and the police force must be 20 percent below the 
actual volume of the previous year. The state' system of examination and 
approval for the specially controlled commodities must be strictly complied 
with. 


4. The indiscriminate distribution of material objects or souvenirs is 
resolutely prohibited. In the future, except for some souvenirs distributed 
in the meetings of labor models and of representatives of advanced elements 
approved by the State Council, the ministries and departments under the State 
Council, or the provincial people's government, no material objects or 
souvenirs can be distributed in any name at the meetings held by any unit. 


5. All regions and departments must include their institutional purchases in 
their agenda which must be periodically reviewed and precautionary measures 
must be taken against any possible loss of control. The expenses incurred in 
violation of the state's control regulations will not be reimbursed, and the 
financial personnel should do their jobs well in this respect. In the case of 
indiscriminate purchases or any excess over the control indices, the higher 
authorities must deduct the corresponding amounts from the retained profits or 
from the surplus in the contract responsibility system. 


6. All relevant departments must covuperate closely in strictly adhering to 
the procedures of examination and approval. In making payments for the 
purchases of the controlled commodities by any unit, the banks at all levels 
must be guided closely by the approval certificate issued by the staff office 
in control of institutional purchases, without which, the banks must refuse to 
pay for these purchases either in cash or by transferring any money from one 
account to another. All units supplying the commodities must also carry out 
their transactions on the strength of these approval certificates without 
which, no commodity can be supplied. If any unit is found selling these 
commodities in violation of the regulations, its profits from such sales will 
be confiscated. When any unit purchases the vehicles under state control, the 
vehicle supervisory departments can issue the vehicle licenses only on the 
strength of these approval certificates. 


7. In the 3d quarter of this year, the pecple's governments at all levels 
Organized the banks and the finance, commerce and transportation departments 
to conduct check-ups on the situation of institutional purchase control. The 
units and individuals which had complied with the state's control regulations 
in an examplary manner and had reduced expenses with good results were 
commended, while those responsible for lavish spending, extravagance and waste 
in violation of the state's control regulations were disciplined, and the 
leaders were held responsible for their action. 


9411 
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JPRS«CEA-86-0/2 
16 June 1986 


FINANCE AND BANKING 


LIMITS SET ON PRICK REFORM DURING SEVENTH 5-YEAR PLAN 
Beijing GONGREN RIBAO in Chinese 14 Oct 85 p 2 


fArticle by Lu Shi [6424 4258]: "Need For Reform of the Price System and Price 
Regulations" ] 





[Text] Operation of a planned commodity economy requires conscious compliance 
with and application of the laws of value. Prices are the main form for 
expressing the regulatory role of the laws of value, and they are the rost 
important and most responsive economic levers. Equitable prices func*’ m. 
many ways. They are both able to regulate the the equitable distributi \ 
all sectors of the means of production and workforces and to regulate wmarxe:, 
Supply and demand relationships. They are also able to spur producers to carry 
on the production of commodities at individual production times that are lower 
than the production times required in society as a whole, to give impetus to 
technical progress and to improve administration and management. Consequently, 
gradual reform of the price system and of price regulations are crucial to the 
success of the Seventh 5-year Plan. 


1. Major Problems in the Current Price System 


Quite a few inequities exist in the country's current price system, which are 
manifested principally in the following four ways: 


First, no price spread for different quality of the same product. For both 
industrial manufactures and agricultural products, in one degree or another, 
there is a lack of premium price for premium quality and no lowering cf price 
for inferior quality. For example, in the case of coal used for power, there 
is no price distinction on the basis of the cangue rate or calorific capacity; 
high grade cement is produced by large and medium size enterprises, which peg 
the price low while low grade cement is made by small size enterprises which, 
conversely, peg the price high. Cotton is graded by color, luster and length 
without standards for tensile strength or mellowness. All of these things are 
bad for improvements in product quality and the development of varieties, 
styles and colors. 


Second, parity prices for different products are not fair. Inequities exist 


today in the parity prices of one farm product and another, one industrial 
manufacture and another and between agricultural and industrial products. 
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Inequities in comparative prices of industrial manufactures is manifested 
primarily in the overly low prices of primary products such as certain mine 
products, energy and raw and processed materials. Not only does this 
discourage production in these basic industries and bring about an enduring 
situation of supply being unable to meet demand, but it also discourages 
processing industries from impreving their economic effectiveness, 
accelerating technical progress and lowering consumption of energy and of raw 
and processed materials. Take coal, for example. Each ton of raw coal in 
China is worth only 67 kilograms of wheat, or 367 kwh hours of electricity 
used in industry, or 38 kilograms of processed steel while each ton of coal 
used for power can be exchanged for 337 kilograms of wheat or 1,100 kwh of 
electricity or 165 kilograms of processed steel in the international market. 
Coal prices in China are obviously too low. Profits in the coal industry are 
alsc overly low in comparison with other industrial sectors. In 1982, the 
rate of profit on capital in the industrial sector averaged 10.6 percent while 
it was only 0.5 percent in the coal industry. 


Third, there is an inversion between purchase and market prices of principal 
agricultural and sideline products in which sale prices are lower’ than 


purchase prices. Not only is this bad for a rational readjustment of the 
structure of agricultural production, but it is also bad for the circulation 
of goods. Furthermore, it increases the burden on the treasury with each 
passing year. In 1979 state subsidies for the purchase of grain and oil 
amounted to 7.3 billion yuan and by 1984 they had increased to 20.5 billion 
yuan. 


Fourth, house rents are too low, and tertiary industry prices or fees are too 
low. As a result, these enterprises lack vitality and develop slowly. Some 
have even contracted and find it difficult to carry on. For example, the 
average rent per square meter per month in an urban dwelling is on.y 0.13 
yuan, which is tiess than one-fifth the depreciation, maintenance and 
management cost. House rent for industrial employees amounts to less than 3 
percent of family income, preventing a rationalization of the structure of the 
people's expenses. The more housing, the more subsidies enjoyed; no housing, 
no subsidies enjoyed. This makes it economically bad to restrict more housing 
and to strive for better housing. It also discourages the amassing of funds to 
build houses and enthusiasm for individual building or purchase of houses. 
Barber and bath house fees are also too low, and this occasions general 
losses. All these things have become impediments to development of tertiary 
industries and the expansion of employment. 


2. Basic Requirements For Reform Of the Price System During the Seventh 5-year 
Plan 


Reform of the price system is rather complex. It ramifies into the whole 
national economy and has a bearing on countless households. Consequently, it 
is necessary to be unswerving and to advance with measured pace, constantly 
exploring as one goes along. 


The guiding thought in reform of prices during the period of the Seventh 5- 
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year Plan is the need for gradually smoothing out the present inequitable 
price system and striving to make the price system equitable. The following 
are the several general ingredients in this recipe: 


First is readjustment of the prices of primary products such as energy and 
mine products to solve the problem of overly low prices for coal, crude oil, 
iron ore, non-ferrous ores, and lumber to help accurately assess the economic 
effectiveness of enterprises and advance the development of production and 
conservation of these products, which are in short supply. 


Second is stable purchase prices for agricultural and sideline products, 
proper readjustment of the inequitable comparative prices of a small number of 
agricultural and sideline products for solution to the problem of sale prices 
being lower than procurement prices for an inversion between purchase and 
market prices. 


Third is readjustment of tertiary industry prices or fee standards to solve 
the problem of overly low tertiary industry fees. Housing standards and fee 
collection standards should be studied. Except for certain designated 
subsidies, policies should be drawn up that encourage individual employees to 
buy houses. Pilot projects should be used to gradually attain the price 
differences that exist internationally, some of which result from differences 
in the labor productivity rates, resources, economic policies, and social 
systems. These problems should be solved through the readjustment of customs 
duties, foreign exchange prices, collection of industrial and commercial 
taxes on imported products, and institution of rebates of industrial and 
commercial taxes for goods exported. Prices for products that have little 
influence on the life of the people, goods that are but little produced in 
China, and particular products imported to nurture exports may be linked to 
international market prices. 


Though this year's price reforms will apply mostly to the prices of meat, 
poultry, eggs, vegetables and such non-staple foods, nevertheless, these 
cannot be considered small steps. The price reform task for the next year and 
the year after will be efforts to digest the effects brought about in 1985 in 
the wake of reform measures, gradually completing individual actions, 
integrating them, and consolidating the results of reforms. Except for 
individual products for which prices are very unfair, seriously hurting 
production, and the flow of goods that have long since been pondered and 
calculated and that will be properly readjusted when the national economic 
situation is right, major reforms do not seem to be in the offing. 


3. Need To Maintain Overall Price Stability in the Process of Reforming the 
Price System 


Reform of the price system is a readjustment of the price structure that 
consists mostly of changing inequitable price parities. Product prices should 
rise and fall. But because prices for primary products are overly low in 
China's present price system, any substantial rise in prices will mean rise to 
a certain extent in the overall price level. To ensure steady economic 
development and maintain stability in the public's daily lives, we must 
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control the trend of price rises within certain limits so that there will be 
no violent fluctuations in the prices of goods and so that there will be no 
tremendous rise in overall prices extending over several years. 


To reduce to the minimum the impact on society, across the board consideration 
has to be given at the time of readjustment to the ability of the country, 
enterprises and individuals to bear price rises. Increase in the country's 
financial outlays resulting from price rises must be controlled within plan 
amounts. Rises in costs to enterprises resulting from the rise in prices of 
raw and processed materials have to be considered in terms of enterprises’ 
real ability to eat such costs in addition to relief provided by state 
reduction or partial exemption from taxes. Specific analysis has to be made 
of the clamor to raise prices as a result of the rise in the cost to 
enterprises of raw and processed materials. The impact of prices on the 
standard of living has to te taken into consideration to ensure that the real 
income of both city and rural residents rises steadily and so that the real 
standard of living rises gradually. Particular care must be exercised with 
regard to the "food basket," which is linked closely to the standard of 
living. It is still necessary to take appropriate action with regard to 
certain goods in great demand,the supply of which must be assured. This 
includes providing needed government subsidies or setting price limits so as 
to prevent the prices of non-staple foods and other products from rising too 
much. In short, in the course of reform of the price system, we must strive 
to avoid a rise in the prices of industrial manufactures as prices of 
agricultural products rise, and to avoid a rise in the prices of processing 
industry prices as prices of raw and processed materials rise to genuinely 
prevent a price increase spiral and a change reaction in price rises from 
occurring. 


Readjustment of prices of the means of production, particularly of plan prices 
for mine products and for raw and processed materials to make them generally 
fair requires a process. If action is taken with undue haste, everything 
having to be ironed out within a short period of time, there will be 
tremendous increases in prices that most processing enterprises will find it 
difficult to digest. Consequently, during the period of the Seventh 5-year 
Plan, we must continue to carry out a dual price system, i.e., to continue to 
set a national price for the portion of products within plan, and having a 
market price for that portion of goods that enterprises produce in 
overfulfillment of plan that they may sell themselves. In addition, prices of 
goods within plan must be rigorously controlled with some small planned, step- 
by-step readjustments made, while prices of portions outside of plan should be 
liberalized, the two prices gradually becoming close and finally coalescing 
into an overall price. This road to price reform is also in keeping with the 
diverse economic forms and varied forms of operation existing in the country. 
Certainly the twin tier price system may also bring new problems in its wake. 
For example, it will be disadvantageous for the development of normal 
competition among enterprises and it will provide opportunities for 
profiteering, speculation and buying solely for the purpose of selling. 
Therefore, price supervision and market control will have to be intensified 
under the dual price system, and crackdowns made on illegal activity such as 
speculation in buying and selling, jacking up the prices of goods and seeking 
exorbitant profits. Small items used in daily life and daily necessities may 
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be farmed out for processing and orders placed. Products resulting from major 
raw and processed materials and from the designated use of designated 
materials supplied at state list prices are to be supplied to the market at 
national prices. Jurisdiction over price controls should be delegated to 
local government whenever possible. When the central government should control 
prices centrally, the emphasis should continue to be on proper centralization. 
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FINANCE AND BANKING 


REFORM OF FINANCIAL SYSTEM TERMED 'MAJOR COMPONENT’ 
Beijing LIAOWANG [OUTLOOK WEEKLY] in Chinese No 45, 11 Nov 85 pp 12-13 


[Article: Chen Muhua [7115 1970 5478] Talks About Reform of the Banking and 
Financial System 


[Text] Editor's Note: Reform of the banking and financial system is 
a major component of reform of the country's economic system during 
the Seventh 5-year Plan. For this reason, this publication's 
correspondent interviewed Chen Muhua, who is the member of the 
State Council in charge of financial and banking work, who 
answered seven questions we posed to her. 


Correspondent's Question: What is the role of banks in the current economic 
reform? 


Comrade Chen Muhua's Answer: One major aspect of reform of China's economic 
system is to institute a planned commodity economy with the goal of changing 
the former ingrown and rigid economic pattern, the country's economy thereby 
moving toward liberalization, enlivening and full vitality to insure 
realization of the magnificent goal put forward by the 12th Party Congress. 


A planned commodity economy requires lively and good management of the 
macroeconomy and an opening up and enlivening of the microeconomy. Banks are 
the hub of financial activity in the national economy, and the Central Bank is 
the most important institution for the regulation of the macroeconomy. 


Banks use the role of economic levers such as loans, interest rates and 
foreign exchange rates, and they apply currency policies i.e., a tightening 
and a loosening of money to raise or bring together funds to guide the 
direction of flow of funds, to improve the efficiency with which funds are 
used and to regulate overall social demand so that the economy maintains 
steady, coordinated development. 


Reform of the economic system, simplification of administration, delegation of 
authority and the enlivening of enterprises all require reform of the banking 
system. This is to say that banks have to change their former sole role of 
"large receipts and payments," perform more of the functions of banks, meeting 
needs in reform of the economic system, and provide necessary conditions for 
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enlivening the economy. With the relative decrease in plans of a command 
nature and the relative increase in plans of a guidance nature, it becomes 
even more important to apply the function of banks in the regulation of the 
economy and in influencing the direction, scale and speed of economic 
development. In short, reform of the economic system requires reform of the 
banking and financial system, and the success of banking and financial system 
reform provides important support for reform of the economic system and 
development of tie national economy. 


[Question] What progress is being made in reform of China's financial and 
banking system? 


[Answer] The financial and banking system have been in the process of gradual 
reform ever since the 3d Plenum of the 11th CPC Central Committee, and 
definite results have been achieved in several important areas. 


First of all, reforms have resulted in the founding of the Central Bank. (Up 
until the time of reform, China had only the People's Bank and the Bank of 
China.) A financial and banking structure has been preliminarily formed in 
which the People’s Bank is the leader, the Industrial and Commercial Bank, the 
Agricultural Bank, the Construction Bank and the Bank of China are major 
specialized banks, and rural credit cooperatives and other financial 
institutions are auxiliaries. 


Second has been reform of the financial management system with institution of 
funds control methods centering around current deposits and current loans. 
Under leadership and control of the People's Bank, funds have been divided 
among the specialized banks, each one being independently responsible for its 
own operations. The People's Bank applies centralized planning to buttress 
financial control of the macroeconomy through control of the amount of social 
credit and control of credit to specialized banks. 


Third is development and improvement of various credit methods to enliven 
banking and finance. For example, funding of capital construction has been 
changed from grants of funds to issuance of loans. Initiation of technical 
transformation luwans and providing loans is done selectively. The principle is 
followed of ordering goods on the basis of sales. There has been a 
liberalization of commercial credit in a controlled way, and the revival of 
insurance in China, etc. 


At the present time, the emphasis in reform of China's financial and banking 
system is in two areas. One is the need for further improvement of techniques 
for Central Bank control of the macroeconomy, buttressing of financial 
control, and smoothing out relationships in all aspects of the finance and 
banking system. Second is the need to persevere in the direction of reform of 
making all specialized banks more businesslike and using flexibly the various 
economic means that banks possess to 2nliven finance and banking. 


[Question] What are the main shortcomings existing in China's finance and 
banking system at the present stage? What kind of banking system has to be 
built to meet needs in development of the nation's economy? 





[Answer] The main problem in China's finance and banking system today is that 
finance and banking macrocontrols are not vigerous enough. Strict system 
Management methods and flexible and effective control methods are lacking. 
Relationships between one bank and another and between banks and businesses 
are not smooth. Problems of separation between central and local authorities 
with regard to the system for providing loan funds and credit funds have not 
been solved well. The credit implements used in the country's financial and 
banking system are not yet sufficiently developed; they are undiversified and 
funds are not used flexibly. 


As reform becomes more pervasive, China will have to improve gradually the 
financial and banking structure that is led and managed by the People's Bank, 
in which all specialized banks are leading players, and in which diverse 
banking and financial institutions co-exist. It will take many years of 
effort to build a socialist banking and financial system that the Central Bank 
regulates smoothly, in which specialized banks operate on their own two feet 
according to needs of a planned commodity economy, and in which financial and 
banking institutions and the various forms of credit are mutually reinforcing. 


[Question] What plans are there for further bank development during the period 
of the Seventh 5-year Plan? Objectively, how will control and regulation be 
exercised? 


[Answer ] The main goal of bank expansion during the Seventh 5-year Plan 
period will be to make banking and financial work gradually meet the needs of 
development of the whole economy. Various reform measures will have to be 
readjusted and improved constantly to meet needs in reform of the whole 
economic system. In addition to the overall requirement for strengthening of 
macroeconomic control and for promoting an enlivening of the macroeconomy, the 
banks themselves will have to focus on efforts in various regards to raise the 
political and professional quality of bank personnel, to introduce advanced 
techniques in a planned and gradual way, and to improve banking legislation. 


Banking and financial work in China is carried out under guidance of the 
planned economy. Regulation and control of investment in fixed assets, 
consumption funds, the size of credit, foreign exchange reserves and the 
amount of currency issued must be subordinated to the overall requirements of 
the Seventh 5-year Plan. This means that they must carry out the national 
plan. Specifically, this entails various regulatory means including the use 
of credit plans, finance and banking policies, foreign exchange control and 
credit, interest rates, foreign exchange rates, and reserve funds. In 
enlivening the macroeconomy, special attention has to be directed toward 
Supporting the technical transformation of old enterprises, supporting 
improvements in product quality and supporting the development of production 
of enterprises that show good economic effectiveness and whose products are 
needed for the market or for export. 


[Question] During the last half of 1984, a situation developed of too rapid 
growth of consumption funds and credit funds and investment in fixed assets on 
too great a 3cale. During the first half of 1985 the State Council took action 
to control the amount of credit, to control the issuance of currency, and to 
control foreign exchange. What is the situation today? 
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[Answer] A series of control actions have been taken on credit and the 
issuance of currency during 1985 that have produced results. Overall the 
amount of credit has been controlled and issuance of currency has been 
improved. Nevertheless, as a result of the effects of inertia on economic 
Gevelopment, plus inability to take too large steps to effect controls that 
affect normal economic life, the amount of credit remains too large today. It 
will be necessary to regulate it to maintain a balance between overall supply 
and demand in society. As reform of the financial and banking system improves 
steadily, we can make the country's financial and banking work better to meet 
needs in building the economy. 


[Question] Please talk about possibilities for formation of a financial 
market in China. 


[Answer] Financial markets include short term funds markets, long term funds 
markets, foreign exchange markets, and other forms of funds markets. Inter- 
bank credit exchange has begun to develop today among China's specialized 
banks and other financial institutions. The discounting and pledging of 
treasury bonds is permitted under certain conditions; the honoring and 
discounting of commercial bills of exchange is spreading step by step and 
trial issuance of debenture bonds by specialized banks has begun. These 
circumstances demonstrate a gradual maturation of conditions for the formation 
of short-term financial markets in China; however, conditions are not yet ripe 
for a liberalization of foreign exchange markets in China. 


[Question ] If possible, can you talk about the situation and possibilities 
for issuance of stock shares, debenture bonds and for floating interest rates? 


[Answer] There has as yet been no large scale issuance of stock shares or 
plans for issuance of debenture bonds. 


Interest rates on reserves have been revised twice in 1985. Interest rates are 
a major economic device used by banks. Suitable readjustment of interest 
rates for credit in accordance with needs for economic development and _ the 
development of finance and banking is a normal function of banks. 
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16 June 1986 


FINANCE AND BANKING 


POST WAGE REFORM MEASURES IN STATE ORGANS, INSTITUTIONS 
Circular on Bonuses, Allowances 


Beijing CAIWU YU KUAIJI [FINANCE AND ACCOUNTING] in Chinese No 11, 20 Nov 85 
p 27 


(Circular of the Ministry of Finance, and Ministry of Labor and Personnel: 
"Circular Concerning Problems of Bonuses, Subsidies, Allowances and Labor 
Insurance for Personnel of State Organs and Institutions after Wage Reform"; 
date of issuance not given] 


[Text] Recently, the Ministry of Labor and Personnel and the Ministry of 
Finance issued the following circular about questions of bonuses, subsidies, 
allowance and insurance benefits for the personnel of state organs and 
institutions in Labor, Personnel and Wage Document No 33 (1985): 


1. Strict Control of Bonus Payments 


The regulations concerning the bonuses for the personnel of state organs and 
institutions have been provided in Document No 6 (1985) issued by the Staff 
Office of the State Council and in Finance Document No 100 issued by the 
Ministry of Finance. In the future, all institutions having economic income 
should collaborate with the Ministry of Finance in determining the proportions 
of income and other funds to be retained and the amount of bonuses to be paid. 
Bonus taxes will be levied on excess bonuses, and the specific rules will be 
worked out by the Ministry of Finance in consulation with the Ministry of 
Labor and Personnel as soon as possible for the State Council's approval. 


The bonuses for the promotion of staff members and workers will still be paid 
in accordance with the "Trial Regulations on Bonuses for Personnel Promotion 
in the State's Administrative Organs." 


2. Strict Enforcement of Subsidy, Allowance Regulations 


All regions, departments and units must strictly abide by the regulations 
issued by the State Council or the State Council's Wage Reform Group, the 
Ministry of Labor and Personnel, and the Ministry of Finance as authorized by 
the State Council, concerning regional wage allowances, regional subsidies, 
subsidies for health hazards, subsidies for the class masters of secondary and 
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elementary schools, and heating allowances. The scale of these payments 
cannot be raised without authorization. With the exception of those 
introduced by the regions with the written authorization of the State Council, 
all the subsidies and allowances introduced by the provinces, autonomous 
regions, municipalities directly under the central government, and the various 
central departments must be handled in accordance with Article 10 of the 
"Regulations Concerning Certain Problems in Implementing the Wage Reform for 
the Personnel of State Organs and Institutions" contained in Labor, Personnel 
and Wage Document No 19 (1985), issued by the State Council's Wage Reform 
Group and the Ministry of Labor and Personnel. In other words, the state does 
not recognize these subsidies and allowances, which, therefore, should be 
eliminated or revised during the wage reform. The payment of all subsidies 
and allowances appropriated out of the administrative and business expenses 
must be stopped; and the funds appropriated out of the bonus funds built up 
with the institution's retained income cannot be included in the basic wages. 
In the future, bonus taxes will be levied on the excess portion. 


3. Revision of the Labor Insurance and Welfare System 


The retirement benefits of cadres, staff members and workers should be paid 
according to the scale specified in the State Council's Document No 104 
(1978). The benefits for those who have participated in the wage reform 
program will be calculated and paid according to their basic wages, position 
wages and seniority allowances. The increase, or disguised increase, in 
retirement benefits initiated by the localities or departments must be 
rectified. 


The welfare funds appropriated according to regulations should be used mainly 
in aid of workers under hardship and for collective welfare. The practice of 
privately dividing the welfare funds under any pretext must be prohibited. 
After the wage reform, the payment for cleaning expenses by various units can 
be preserved in principle. These expenses will be paid out of the surpluses 
when the institutions concerned are responsible for its own financial 
surpluses and deficits or out of the extra-budgetary funds and business 
income. The actual payment cannot exceeded 4 yuan per person each month in 
the central state organs and the localities. 


No region, department or unit can charge the individual workers’ expenses on 
reading matters to its administrative or operating expenses. The expenses on 
various publications concerning political theories and required for the 
professional and cultural advancement of the cadres, workers and staff members 
can be paid out of the education funds. Attention should also be paid to the 
professional cadres' needs for special technical publications. 


4. Proper Authority for Examination and Approval 


According to the regulations of the CPC Central Committee and the State 
Council concerning the strict control of bonuses, subsidies and allowances, 
the authority to formulate and revise the scales of wages, bonuses, subsidies 
and allowances should be exercised mainly by the State Council or by the 
Ministry of Labor and Personnel and the Ministry of Finance authorized by the 
State Council. No region or department can formulate or revise these scales 
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at will. When new projects have to be initiated and the existing regulations 
have to be revised, they must first be examined by the Ministry of Labor and 
Personnel and the Ministry of Finance before being submitted to the State 
Council for approval. 


5. Strengthening Control and Supervision 


All state organs and institutions must conscientiously implement the state 
regulations concerning wages, bonuses, subsidies, allowances and insurance. 
Any contravention must be resolutely corrected, and failure to make 
corrections will be severely dealt with, to the extent of holding the leaders 
responsible. The labor and personnel, the finance and the auditing 
departments at all levels must conscientiously exercise their control and 
supervision, while the banks at all levels have the authority to refuse any 
request for payment that does not conform to the regulations. 


Regulations on Financial Management 


.' CAIWU YU KUAIJI [FINANCE AND ACCOUNTING] in Chinese No 11, 20 Nov 85 
p 2 


{Regulations of the M’ istry of Finance: "Certain Regulations on Financial 
Management after the Wage Reform in Institutions"; issued 12 Oct 85] 


(Text } As approved by the State Council, the Ministry of Finance issued 
"Certain Regulations on Financial Management after the Wage Reform," the text 
of which is as follows: 


Article 1 These regulations have been formulated specially to strengthen the 
financial management of institutions, to properly organize economic income and 
to use funds fruitfully in coordination with the wage reform in various 
institutions as a means to promote their development. 


Article 2 The financial departments will no longer allocate operating funds 
for those institutions which have been developed into enterprises and are 
economically independent. These institutions should abide by the relevant 
state regulations, practice independent accounting, and assume sole 
responsibility for their profits and losses. 


1. According to state regulations, the after-tax net income should be used to 
set up business development funds, workers’ welfare funds, workers' bonus 
funds and reserve funds. The proportion of business development funds 
generally should not be below 50 percent; that of the workers' welfare funds, 
not above 20 percent; that of workers' bonus funds, not above 25 percent; and 
that of reserve funds, about 5 percent. These proportions may vary at the 
discretion of the departments in charge according to different institutions’ 
conditions. 


2. Taxes should be paid according to state regulations. For those 
institutions having difficulties with the payment of taxes, tax reduction or 
exemption may be granted according to the tax laws and after approval by the 
taxation department. 
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3. During the wage reform of 1985, if any wage reform were carried out by any 
unit in accordance with the wage scale and the wage increase control figures 
set by the state, the province, the autonomous region, or the municipality 
directly under the central government, but with the unit's own financial 
resources, this unit will not be affected by the wage readjustments in the 
state organs or institutions hereafter. 


4. According to state regulations, when the systems of depreciation funds and 
overhaul funds are set up for the fixed assets, the proportions of such fund 
allocations will be determined by the department in charge in collaboration 
with the finance department. The systems of cost control and economic 
responsibility should be strengthened. The scale of charges should be subject 
to the control and supervision of the state's price administration department. 


Article 3 If an institution cannot be independent, or entirely independent 
economically, its funds should in principle be allocated by the finance 
Gepartment on the basis of the institution's business plans and tasks and 
according to existing state regulations. 


1. For those institutions which are able to develop gradually into 
enterprises, to practice independent accounting and to assume sole 
responsibility for their own profits and losses, the subsidy for business 
expenditurvs will be reduced every year. These institutions should become 
economically independent within the number of years determined jointly by 
their departments in charge and the finance department. Before becoming 
economically independent, they may retain their income and use it later to 
cover part of their budgeted expenditure. 


2. For the institutions under total budget management and having economic 
income, the proportion of their income retention should be determined by their 
departments in charge in collaboration with the finance department. 


3. For the institutions under balance budget management and having economic 
income, the method of “assessed income, fixed amounts of subsidy, retention of 
increased income and savings in expenditure, but no subsidy for shortfall in 
income and excess in expenditure" should be adopted. 


4, The institutions having no economic income will have fund allocation from 
the Ministry of Finance, and the method of a "hudget responsibility system 
under which, the surplus can be retained but the shortage will not be made up" 
should be adopted. 


5. These institutions should use their savings from increased income and 
reduced expenditure to set up business development funds, workers' welfare 
funds, and workers' bonus funds; and their proportions should be jointly 
determined by the departments in charge and the financial department. 


6. If the institutions having economic income and carrying out wage reform in 
1985 require more funds to increase the wages according to the program of wage 
increase for the personnel of state organs and institutions, they will provide 
all or part of these funds. The amount to be provided by them will be 


determined by the finance department in collaboration with the departments in 
charge in light of actual conditions. 


Article 4 The institutions carrying out the wage reform and paying bonuses at 
their own expense should use their bonus funds for this purpose. If the 
bonuses paid exceed the state limit, a bonus tax will be levied on the excess 
portion according to law. 


Article 5 The payment of various subsidies, allowances, and labor insurance 
benefits by the institutions must conform to state regulations. The 
institutions are not allowed to set up their own regulations. 


Article 6 The institutions should open a special wage fund account in the 
bank according to state regulations and accept the bank's supervision and 
examination over the use of this fund. 


Article 7 The regulations for the financial management and extra-budgetary 
funds management of all institutions should be worked out by the departments 
in charge in collaboration with the finance department. 


Article 8 The Ministry of Finance is responsible for the interpretation of 
these regulations. 


Article 9 These regulations will become effective at the end of 1985. 
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SPECIAL ECONOMIC ZONES 


SHENZHEN SEZ: ACHIEVEMENTS, PROBLEMS, PROSPECTS 


Guangzhou GANG AO JINGJI [HONG KONG AND MACAO ECONOMIC DIGEST] in Chinese No 
9, 25 Sep 85 pp 23-28 


[Article by Liang Wensen [2733 2429 2773], Deputy Director Shenzhen Municipal 
Economics Research Center: "Economic Development and Prospects For the 
Shenzhen Special Zone"] 


[Text] 1. Construction Achievements 


Since its founding in 1980, the Shenzhen special economic zone has devoted 5 
years of effort to the initial and foundation-laying stage. As of the end of 
1984, the whole city had completed capital construction for an investment of 
3-6 billion yuan, had preliminarily completed the building of 32 square 
kilometers of basic facilities, had opened 62 main urban thoroughfares 
(asphalt) from 21 to 50 meters wide and totaling 85 kilometers in length, had 
built the Chiwan pier for 10,000 ton ships and the Nantou helioport, and had 
built a large number of industrial buildings, residences for employees, 
commercial buildings, tourist facilities and cultural, educational and medical 
facilities (such as Shenzhen University, a library and a women's and 
children's hospital). Capital construction covering an area of more than 6 
million square meters has been completed including a 2.78 million square meter 
housing area. A tiny 3 square kilometer village with a population of only 
Slightly more than 20,000 has become a modern new city with an initial 
population of more than 400,000. Excavated from bare land, it has been praised 
by Americans as "an overnight city." 


Industry has developed very quickly in the Shenzhen special zone and its 
structure has undergone tremendous changes. Before the special zone was 
built, Baoan County's industry had _ been predominantly  undiversified 
traditional agriculture. Agriculture held a dominant position in the make- 
up of the society's industry. In the period of 5 years, other industries, 
businesses, construction industries, industrial enterprises, transportation 
and communications heve grown dramatically with businesses, industrial 
enterprises and the construction industry becoming the three main pillars of 
the industrial make-up of the society. For example, net output value of 
agriculture as a proportion of national income and the proportion of persons 
in the whole city employed in agriculture fell from 65.1 percent and 86.9 
percent respectively to 14.1 and 23.5 percent respectively in 1984, while the 
proportions for industry rose from 7 and 8.8 percent respectively to 27.6 and 
15 percent respectively. The construction industry rose from 7.1 to 27.4 

















percent, and businesses rose from 14.3 to 24.6 percent. In short, as compared 
with the past, Shenzhen has built an entirely new industrial structure in 
which the proportion of industrial enterprises has gradually risen, the 
direction of development tending toward industrial enterprises. This has been 
the main cause of the rapid development of the special zone economy. 


In 1984, gross industrial output value for the whole city reached 1.814 
billion yuan, a 28.9 fold growth since before founding of the special zone in 
1979 for an annual 97.35 percent incremental increase. Gross output value of 
agriculture grew 10.5 percent for an average 2 percent annual increase. Retail 
sales of social procucts totaled 2.045 billion yuan, a 15.1 fold increase in 
for a 74.4 percent annual average incremental increase. Financial income 
reached more than 500 million yuan, a 13.4 fold increase for an approximately 
70.5 percent average «nnual incremental increase. 


In accordance with central government requirements for the economic zone, the 
Shenzhen special zone instituted "taking four things as key links," namely 
taking the attraction of foreign capital as a paramount source for 
construction funds; taking joint ventures, cooperative ventures’ and 
independently funded enterprises as paramount economic forms; taxing foreign 
sales of products that have been produced as a key link; and taking market 
regulation as a key link in economic activity. These embody the economic 
character of the special zone, namely a special economic zone under leadership 
of the national socialist economy in which foreign-funded enterprises 
predominate with diverse economic forms coexisting and developing. 


As of the end of 1984, the Shenzhen special zone had signed 2,215 agreements 
with foreign traders calling for the investment of a total of H.K.$16.66 
billion of which the actual amount of foreign funds invested so far amounts to 
approximately HK$4.137 billion or one-seventh of the total foreign investment 
in all of China and 22.2 percent of the total investment in construction of 
the Shenzhen special zone. Of the total investment in Shenzhen special zone 
industry, foreign investment amounted to 40.4 percent showing a gradual shift 
of funds mainly toward Lhe building of industrial production. 


As of 1984, the city had 609 industrial enterprises. In terms of economic 
forms, these included 217 Chinese state-owned industrial enterprises, or 35.6 
percent of all industrial enterprises; 323 collective industrial enterprises, 
or 53 percent; and six state and collective joint industrial enterprises, or 1 
percent. There were 54 Chinese and foreign joint venture and cooperative 
industrial enterprises, or 8.9 percent, and nine independently funded 
industrial enterprises, or 1.5 percent. In terms of the make-up of gross 
industrial output value, output value of state-owned enterprises amounted to 
35.9 percent, collective industries 10.2 percent, and state and collective 
joint industries 0.2 percent. Chinese and foreign joint venture and 
cooperative venture enterprises .ccounted for 34.8 percent, and independently 
funded industrial enterprises accounted for 18.9 percent. This means. that 
broken down in terms of economic form, the number of industrial enterprises 
having a foreign connection (including joint venture, cooperative and 
independently funded enterprises) amounted to only 10.4 percent of all 
industrial enterprises.Nevertheless,the output value of industrial enterprises 
having a foreign connection amounted to 53.7 percent of gross' industrial 
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output value showing the extremely rapid growth of the industrial output value 
of industrial enterprises having a foreign connection. The per enterprise 
industrial output value of such enterprises was higher than that of state- 
owned enterprises and collective enterprises. In the importation of 
technology, some imported technology was advanced, but not much. Approximately 
only 7 percent was of advanced world caliber and 27 percent met advanced 
domestic standards. For example, American "multi-terminal electronic computer 
systems," and laser processing production lines, as well as some of the 
production technology imported for "titanium dioxide," "float glass," and 
"hollow core glass" was of advanced international technology caliber, and some 
of it filled in domestic blanks. Industry in the special zone’ began from 
nothing and gradually developed, and it has developed step by step in the 
direction of advanced industry. 


On the basis of the development of production, inhabitants' earnings and 
living standards have risen very greatly. For example, in 1984 the labor 
productivity rate for all personnel in industrial enterprises in Shenzhen City 
was more than 28,000 yuan, a 42 percent increase from 1983. For the special 
zone, the labor productivity rate was 31,000 vwan, up 48.31 percent from 1983. 
It had overtaken Shanghai. Employee monthly wages averaged 188.70 yuan, up 
40.6 percent from 1983 and peasant per capita net income [gross income minus 
expenses but not minus taxes and interest payments} was 848 yuan, up 32.9 
percent from 1983. In 1984, national gross output value created per worker in 
Shenzhen City was 5,270 yuan; in the special zone it was 5,414 yuan, which was 
aporoximavely two times the average for the country as a whole, but less than 
one-fifth that of Hong Kong. In 1984, per capita national gross output value 
figured in terms of population was 3,109 yuan, i.e., more than US$1,000 to 
exceed the "moderately well-off level" 16 years in advance of the end of the 
20th Century. 


The economic situation in the Shenzhen special zone has been very good for the 
first half of 1985. As compared with the same period in 1984, gross industrial 
output has increased 92.1 percent; completed investment in capital 
construction has increased 75.54 percent; retail sales of social commodities 
have increased 25.7 percent, and financial earnings have increased 97.6 
percent. In the importation of foreign capital, agreed investment increased 
1.66 fold and actual investment by foreign traders increased 75.1 percent. The 
first half of 1985 nas been characterized by the large number of accords 
Signed for industrial project impor _s requiring substantial investment. This 
means that the special zone economy is maintaining momentum for high speed, 
high efficiency, and stable growth, and this is not very easy given the 
increased control throughout the country of foreign trade and foreign 
exchange, and the shortage of credit. 


Formerly Shenzhen had not only a weak material foundation, but it was also 
fairly backward culturally. Simultaneous with the building of material 
civilization has been serious attertion to the building of socialist spiritual 
civilization in the special zone, attention going to the nurturing of 
socialist ideological consciousness and moral values. During the past 5 years, 
355 million yuan has been invested in scientific, cultural, educational and 
medical facilities. This is 5.3 percent of total investment and 30.6 percent 
of government financial outlays. The SHENZHEN TEQU BAO [SHENZHEN SPECIAL ZONE 
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NEWS}, a television station, the SHENZHEN QINGNIAN BAO [SHENZHEN YOUTH DAILY], 
the TEQU GONGREN BAO [SPECIAL ZONE WORKERS DAILY], TEQU WENXUE [SPECIAL ZONE 
LITERATURE] and TEQU KEJI [SPECIAL ZONE SCIENCE AND TECHNOLOGY], etc. have 
been founded to provide a fine socialist spiritual diet.Overall, people's 
value concepts have changed deeply as the special zone has developed in 
matters such as valuing time, being concerned with efficiency, respect for the 
law, observing discipline, and "no achievement equals failure." They lashed 
out against bureaucratism and egalitarianism, and they have relatively well 
resisted bourgeois corrosion, degenerate ideology and behavior. A beginning 
has been made in the special zone of establishing a "pioneering spirit, " and 
seeking new ethics. 


2. Fundamental Experiences 


The ultra-rapid building and the ultra-rapid development of the Shenzhen 
special economic zone has resulted primarily from having put into effect the 
Central Committee's open door policy and flexible measures, and institution of 
systems reforms, and has resulted also from the correct leadership that the 
province and city have provided and the active work of the broad masses of 
cadres and the public. Looked at from the economic angle, fundamental 
experiences from which huge achievements have derived have been as follows: 


1. Gradual creation of a fine investment environment. Investment environment 
is a comprehensive concept for development that includes political, economic 
and social elements. It is a prerequisite for good operation of the special 
zone. The finer the investment environment, the great the attraction for 
foreign traders. After 5 years of effort, the special zone has preliminarily 
established a fine investment environment. For example, preparation of the 
infrastructure for construction (hook ups of electricity, water, 
communications, gas, roads, sewage and drainage and leveling of the land) has 
laid a highly effective foundation for the building of facilities. 
Legislatively the following 12 special zone laws pertaining to special zones 
(including eight special laws, one regulation, and two detailed rules and 
regulations for implementation) have been passed and published, among them: 
"Guangdong Province Special Economic Zone Regulations," "Shenzhen Special 
Economic Zone Foreign Economic Agreements," "Provisional Regulations on 
Technology Imports," "Peoples Republic of China Foreign Investment Bank and 
Foreign and Chinese Joint Venture Bank Control Re, ulations." Social order is 
in shipshape condition and public security is fine, etc. 


2. Institution of foreign imports and domest.c link ups. This strategic 
measure has been an important reason for rapid development in Shenzhen, and it 
is also the two wings that have been made ready for the economy's future 
takeoff. Among the foreign economic relations of the special economic zone is 
the need to import foreign capital, advanced technology, scientific management 
and high level personnel, the need for the special economic zone's products to 
break into international markets and to help export products from inland to 
create foreign exchange, and the need to transport into the country 
information and needed natural resources and goods from outside China. In 
recent years, the Shenzhen special zone's imports of foreign capital and 
advanced technology has risen year after year, and products exported have also 
increased year by year, some of them having more than quadrupled. This has 
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played a decisive role in development of the special zone economy. 
Nevertheless, imports from outside have to be supported by link ups inside. 
If the wing of domestic link ups is missing, the special zone's economy will 
be unable to take off, much less be able to fly high. In recent years, 
domestic link ups have also developed very rapidly. By the end of 1984, the 
interior had supplied one-sixth of construction funds for the Shenzhen special 
zone; 97 percent of the professional workers who had built the Shenzhen 
special zone came from inland China, and 92 percent of the large army of 
workers also came from inland China. Inland China has provided 57 percent of 
the steel and 55 percent of the cement that has been used, and approximately 
70 percent of goods in Shenzhen markets has been produced in inland China. The 
Shenznen special zone's use of foreign capital, its introduction of foreign 
technology and its expansion of trade must be combined with capital natural 
resources, skilled personnel and techniques from inland China for the special 
zone to make the most of its role. In short, foreign imports and domestic link 
ups are an undertaking that reflects clever use of both domestic and foreign 
resources, the markets of the two, and the skills of the two, thereby linking 


the two. The closer they are linked, the faster economic development and the 
higher economic results. 


3. Efforts to find and set up a special zone economic system model that 
flexibly and effectively responds to prevailing international market patterns. 
The Shenzhen special zone is a middle ground between the socialist economy of 
China and the capitalist economy of Hong Kong. It is special in form, and its 
economic form is made up primarily of joint venture, cooperative venture and 
independent venture enterprises. Consequently, its economic activity uses 
market regulation primarily under guidance of state plan. This is in keeping 
with the concept of one country, two systems and three forms. In accordance 
with central government requirements, the Shenzhen special economic zone has 
endeavored to go beyond the prevailing economic system in recent years to 
provide experiences for reform of the system in inland China. It conducted a 
series of reforms beginning with the construction industry, breaking through 
Old rules and regulations and outmoded notions in capital construction. For 
the most part, it adopted a system of selective price bids from outside and 
level by level contracting inside, freeing production enterprises and 
delegating authority to them. In the circulation of goods, it adopted the 
method of one predominant industry and economic diversification. It instituted 
a program of "little control and much delegation," and it instituted an 
equitable fluid and floating wage system for skilled personnel. In the 
financial system, it instituted user fees for land takeover and issued 
debenture bonds, and in the monetary and banking system it instituted the 
introduction of foreign investment banks, issued stock certificates and and 
mortgage loans, etc. to clear the way for a commodity economy, achieving 
importatant results. In a nutshell, it proceeded largely from realities in the 
special zone to use the laws of value under control of the macroeconomy to 
make the most of the role of market regulation. It expanded commodities, 
raised the degree of socialization of commodities, kept open channels for the 
circulation of commodities, thereby enlivening the economy. 
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3. Problems in Moving Ahead 


During the past several years some problems have also existed in moving shead 
with economic development of Shenzhen. These have been manifested as follows: 


(1) Exceptionally quick development of commercial trade and real estate. 
During the previous stage, Shenzhen's prosperity has relied mainly on these 
endeavors. Industrial production has been catching up since 1984; however, the 
industrial base remains weak, and the impetus of development in which commerce 
dominates has not changed completely. 


(2) Too small a proportion of the special zone's products are sold abroad in 
international markets---less than 30 percent. Imports are larger than exports. 
In other words, sales inside China are large, and the marketing structure has 
yet to become rational; maintaining an industrial foreign exchange balance is 
difficult. 


(3) Industrial products are not processed to a great degree. Quite a few 
enterprises still do only simple processing. In 1984, net industrial output 
value amounted to only 30 percent of gross output value. This was lower than 
the national average of 35 percent. Production of some electronic products 
consisted of nothing more than simple installation of components brought in 
from abroad. Technolog.cally, labor intensive industries are still a 
considerable percentage of the total. 


Proper handling of these problems is necessary. The special zone is diligently 
checking, specifically analyzing, and studying them to find solutions. 


4, Whither Shenzhen? 


Development of the special zone is currently in process of advancing into a 
new stage. It is facing the position of Hong Kong after 1977, which has 
already been decided, the opening up of coastal cities, and the all around 
launching of urban reform throughout the country. The Shenzhen special zone 
itself will start using the new situation of special zone management lines and 
getting ready to reform the banking and monetary system. Consequently, the 
question of where Shenzhen is headed requires further answers. Determination 
of strategic objectives, strategic emphasis and strategic steps to be taken, 
as well as what major actions should be taken to realize more fully and more 
rapidly the country's requirements of the Shenzhen special zone are matters 
that have to be explored. 


Formulation of a development strategy for the Shenzhen special zone should 
take as its guiding thought the Central Committee's policy of opening to the 
outside world and the strategic intent in building special zones. It has to 
both focus on the attraction of foreign capital, the introduction of advanced 
technology and advanced management methods to make the most of the special 
zones' role as “four windows" and "two fans" from which radiate technology, 
knowledge, management and policies toward the outside world; and it has to 
focus also on the maintenance of the stability and prosperity of Hong Kong as 
well as have an active influence on the return of Taiwan to the motherland. 
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Formulation of a development strategy for Shenzhen also entails taking into 
consideration the strategic position that Shenzhen occupies. Shenzhen's 
strengths lie in the following: First, it neighbors Hong Kong and is able to 
make full use of Hong Kong's favorable conditions. Second, it instituted 
opening to the outside world and reform earlier than many other places, and 
its investment climate has already begun to take shape. Third, there are a 
large number of overseas Chinese and compatriots from Hong Kong and Macao in 
the local area who want to invest in the building of the special zone. Fourth, 
preparations to use the special zone’s management lines and the carrying out 
of reforms to the banking and financial system will further open the Shenzhen 
special zone to the outside world. Its weaknesses lie in a lack of skilled 
personnel, a shortage of natural resources, a poor industrial base, a low 
level of technology, insufficient managerial experience, weak capacity to 
digest and absorb advanced technology. Except for the long-term role of the 
advantage of a geographical position ti is close to Hong Kong, substantial 
changes may occur in all the other <= -engths the zone enjoys. As far as 
Shenzhen's economic relations with the .utside world are concerned, most 
important for a certain period of time will be Shenzhen's relations with Hong 
Kong. Relations between Hong Kong and Shenzhen should be complementary and 
mutually advancing for joint prosperity. In long range terms, the 
international economic center is in process of shifting to the Pacific Ocean 
region, and the arc of the western Pacific is entering a period of high speed 
growth. Shenzhen should use this momentum and take all routes to develop 
economic relations with the outside world. As for Shenzhen's relations with 
inland China, Shenzhen's opening to the outside world has to depend on inland 
China while simultaneously serving the modernization of the whole country. 


As regards the guiding thought in developing the Shenzhen special economic 
zone and its strategic location, the strategic goal in development of the 
special zone should be outward, the focus being on advanced industry, industry 
and trade developing simultaneously, industry, trade and technology being 
linked for a multi-functioning special economic zone possessed of a high 
material civilization and spiritual civilization. It should strive to achieve 
by the end of the present century a gross national product at the level of 
Hong Kong's around 1990, and the population of the special zone should be 
controlled at around 806,000. Shenzhen will not only have to build a city in 
which buildings stand like trees in a forest, industry prospers, 
communications are developed, and myriad businesses converge, but it will also 
have to become a culturally advanced scenic area with a beautiful environment 
that with a sound legal system and good public order. 


5. Views On Several Problems in the Building of the Shenzhen Special Zone 


Success or failure in building the Shenzhen special zone and its becoming a 
barometer for foreign trader investment confidence is a reflection of the 
special zone's role as a window on policy toward the outside world. Much 
discussion is taking place nowadays outside of China and in Hong Kong and 
Macao about the Shenzhen special zone, some of it expressing reservations. 
Below I will provide some of my personal views about these reservations so all 
can discuss them. 
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1. On the Issue of Whether the Special Zone Open Door Policy Is Primarily For 
Development of Commerce (Trade) or Primarily For the Development of Industry 


Some people maintain that the Shenzhen special zone has "three many’s and one 
little" (many markets, many guesthouses, many restaurants, and little 
industry). They worry that problems have arisen in the direction of 
development of the economic structure of the special zone. I believe there is 
a certain amount of truth in this, and reminders that the Shenzhen special 
zone should make sure to emphasize development of industry in the future 
should be welcomed. But, I will have to differ on use of the situatior of 
business and the service trades in the present economic structure of the 
special zone to repudiate the road that was taken during the previous stage. 


A look at the long-term strategic goals in development of the Shenzhen special 
zone shows industry not trade to be predominant, and this is an  unshakable 
goal. Otherwise, Shenzhen would become a free trade zone. However during the 
initial foundation-laying stage in the special zone, is it better to develop 
some industry first, or is it better to develop some business and service 
trades first? Tris bears on the issue of how to realize the strategic goals 
in developing the special zone. In terms of what is necessary and what is 
possible, commercial business had to pave the way during the foundation-laying 
stage. Of this there can be no doubt. The reasons are as follows: 


First, the focal point for the special zones is development of industry. For 
the initial construction of plans, there has to first be the "seven hook ups 
and one leveling," which is to say that basic facilities and plants have to be 
built before production can begin. In addition, foreign traders coming to 
Shenzhen to invest have to be provided minimal services and living facilities. 
This is a necessary process. 


Second, when foreign traders enter the special zone to invest in plant 
operation, they look first at whether an investment environment is in 
readiness and whether they will be able to make an average profit on 
international capital. So, at the very outset, most investment by foreign 
traders is in "three imports and one compensation (import of materials for 
processing, import of samples for processing, import of parts for assembly and 
compensation trade). Most such low level forms of cooperation are in joint 
venture, cooperative venture and foreign funded enterprises requiring little 
investment and small jobs. This is the stage of testing the water, and it 
also requires a process. 


Third, the building of basic facilities requires large amounts of capital. In 
a situation in which the state cannot be relied upon to allocate funds for 
investment, development of businesses and service trades first can generate 
the accumulation of construction funds within the special zone. During the 
past several years, for each 1 percent increase in the special zone economy, 
government revenue has generally increased 1 percent. This has been a 
reflection of the rapid development of business in the special zones and the 
emergence of entrepot trade. [t has become a "golden bridge" between 
production and consumption, and it has played a tremendously positive role in 
development of special zone industry. 
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It should be pointed out that it will be necessary in the future to give 
attention to the proportional relationship between commercial trade and other 
sectors, and to develop normal commodity flow. This is because in industrial 
development and in development of the whole economy alike, ‘ne cannot depart 
from ordinary business. Still, it is necessary to restrict the flow of 
other than normal goods. This is because in the present situation in which a 
two tier kind of "drop" of domestic prices and international prices exists for 
industrial manufactures and agricultural products, plus various kinds of 
preferential treatment provided by the state (including exemption ffrom the 
collection of import duties), some units are keen on using the latter kind of 
commercial trade as the easiest way of making money so they do not want to 
invest in industry, or else they want to "appear to be engaged in industry 
when they are actually engaged in business," and this is not desirable. 


In short, there has to be a greater shift toward development of industry in 
the future. This is the correct path. Yet, one should not suppose that the 
development of such an industrial structure during the Shenzhen special zone's 
initial phase is the orientation for development of the future or permanently, 
nor should one renudiate the correct path that was taken during the initial 
period. Such insistence that things that are to be done tomorrow be done today 
is not only divorced from realities in the country, but also shows lack of 
understanding of the international environment. Our conclusions are that the 
strategic objective in building the special zones is to make industry 
paramount and that the business and trade structure that has come into being 
during the initial phase of development is basically sensible, accords with 
objective laws, and is a historical process. 


2. On the Issue of Whether the Special Zone's Open Door Policy Has Reen a 
Failure or a Success 


Some people have published articles to the effect that the Shenzhen special 
zone's attraction of foreign capital has amounted to only 30 percent of 
special zone total investment, that products marketed abroad have amounted to 
only 30 percent of the special zone's products, and that only a small amount 
of imported teciinology has been up to advanced international standards. In 
other words, the main source of capital for the special zone has been from 
inside China and products have been sold mostly in inland China; the goal of 
the "four key links" have not been realized in the special zones. They have 
thus come to the conclusion that the Shenzhen special zone as well the Zhuhai 
and Guangzhou open door policy has failed. I believe this conclusion to be 
wrong. It is also not consistent with the facts. A concrete analysis of the 
issue should be made as follows: 


First, let us look at the concept of development. The special zone was set up 
on a very poor foundation to begin with, but within the short space of 5 
years, the trend has been arise in terms of overall percentages in the 
amount of foreign capital among the sources of funds, in the amount of 
industrial enterprises in the structure of industries, in the percentage of 
goods sold in foreign markets, and in the intensivity of technology and 
knowledge in the technological structure. For example, in 1984 the proportion 
of foreign investment in the total]. amount of investment in industry was 40 
percent; net industrial output value was 27.6 percent of the city's total 
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national income; 34.4 percent of sales of industrial manufactures were outside 
the country, and 45 percent of industrial plants used advanced technology in 
their technological facilities. 


Second, one has to differentiate between goals and actions. The running of a 
special zone and realization of the special zone's magnificent goal requires 
moving along step by step; one certainly cannot reach the goal in a _ single 
leap. Making the zone into an outward looking economy and achieving balance in 
foreign exchange also requires a process. For an area that has just been 
developed, it is fairly common for trade deficits to occur during the initial 
phase. The history of developing nations has shown the need to go through a 
stage of import replacement and a gradual transition to export replacement. To 
achieve future goals, China's special zones have to create conditions,and they 
have to go through a process. One should not suppose that that the building of 
special zones has failed because they have not yet achieved their goals. Nor 
should one suppose that development of special zones requires a _ blood 
transfusionsion from the country, i.e., reliance on subsidies. This is also 
not in keeping with the facts. 


Third, the founding of special zones is a product of special policies adopted 
in China during a new era. They are entirely new things for which no ready 
made experience exists. How to run economic zones is a gradual process of 
deepening understanding. Meeting the special zone's strategic goals also 
requires a process of exploration. At the present stage, certain goals have 
yet to be realized, and it has also been difficult to avoid some of the 
foregoing situation. 


Fourth, evaluation of the success or failure of the special zone's open door 
policy cannot rest solely on output value, exports, or foreign exchange 
criteria. For example, during the past several years, the Shenzhen special 
zone has provided employment for more than 100,000 youths awaiting employment, 
and it has transmitted to inland China some advanced technology, all kinds of 
data, scientific management methods, and experiences in reform of the economic 
system to make use of its role as a "window." Some of these things cannot be 
quantifed. This has been particularly true of the positive influence they have 
had politically. For example, before founding of the special zones in 1978, 
more than 30,000 people from Baoan slipped away to Hong Kong. Several years 
ago during capital construction at Shekou when there was filling in of the 
sea, removal of hills, blasting and excavation, more than 200 corpses were 
buried of people who had drowned in an unsuccessful bid to escape ito iong 
Kong. However, during the 5 years since founding of the special zones, more 
than 1,000 people from Baoshan County have returned from Hong Kong to ‘ake up 
residence. Can "several key links" or several hundred million American 
dollars in foreign exchange earnings be used to calculate this kind of success 
or failure of the open door policy? In fact, this is the most convincing 
testimony to the economic and political achievements of the special zone open 
door policy. 


3. On the Issue of Whether the Special Zone Open Door Policy Is a Stopgap 
Measure or a Basic National Policy 
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Some people are doubtful that the special zone open door policy is a long-term 
policy; they are wary of many changes in policies. For example, China's 
correction of unhealthy tendencies as well as the correction of some problems 
that have cropped up in contracts with individual foreign traders since the 
beginning of 1985, and China's strengthening of control over credit, foreign 
trade, and foreign exchange have been misinterpreted by foreign traders who 
Suppose that China's open door policy is about to be changed. 


I believe this to be a misconception and that concrete analysis must be 
conducted as follows: 


First, the special zone open door policy is a long-term strategic policy; it 
is an integral part of the overall strategic objectives to be realized in 
China during the new era. To begin with, formulation of the special zone cpen 
door policy is rooted in consideration of the basic elements in the process of 
developing countries changing from an agricultural country to an industrial 
country. If the domestic economy includes both production and consumption, it 
cannot develop separate from the international economy, and modernization of 
domestic technology cannot move ahead separate from the new irternational 
technical revolution. China will be one of the first countries to be affected 
in the shift to the western Pacific region of the center of the world economy 
during the 21st century, and it will be placed in a stage of development of 
its natural resources, manpower, technology and markets. China's institution 
of a special zone open door policy cannot be reversed. 


Second, the modernization of China will be a long process. Even with the 
realization by the year 2000 of a quadrupling of the gross output value of 
industry and agriculture, and the attainment of a "comfortable standard of 
living," a considerable distance will remain to be traveled. At minimum, it 
will take another 30 or 50 years from that time to catch up with the economic 
level of the presently advanced industrial countries. Consequently, China's 
open door policy must be a correspondingly long-term policy, which is to say 
that China's basic national policy is positively not a policy of expediency to 
cope temporarily. 


Next, will the open door policy change? Everyone is aware that any economic 
reform is formulated for the achievement of certain economic goals, and China 
is no exception. As economic development cf the special zones becomes a 
reality, how to more beneficially attract foreign capital, use world advanced 
technology and compete in international markets, and what is good for 
development of the special zones and the domestic economy are problems of 
common concern both to China and foreign countries. Accordingly, the basic 
aspects of the open door policy will not change, and if specific policies 
change, they can only change for the better, be better suited to the exchange 
between China and the outside world of capital, trade and technology, and be 
more in keeping with the interests of both China and the outside world. 
Foreign trader investors need not be greatly worried about this. 


Second is thoroughgoing reform. The new unhealthy tendencies do not derive 
from the open door policy or system reform per se. In the correction of new 
unhealthy tendencies, including the banning of so called "parallel goods" and 
black market foreign exchange transactions, the use of every policy measure is 
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entirely correct. This unhealthy phenomena disturb normal trade and foreign 
exchange markets, hurt national economic life, and make it difficult to 
control the macroeconomy. The reason for them is ‘hat some units and 
individuals take the opportunity to exploit preferential policies and concoct 
various pretexts to derive benefit from reform, as well as turn the public 
interest to personal benefit and embezzle state profits.Tiiis is to say that 
objectively some units and individuals do bad things without regard to the 
country and long-term interests, and that subjectively that the country did 
not have completely sound policy measures and laws in advance nor did it make 
distinctions with regard to special zones when taking emergency actions after 
the fact, but rather acted with "arbitrary uniformity." But, these were 
specific methods used with regard to the special zones' open door policy that 
are now in process of being revised. Distinctions are being made on the basis 
of actualities and peculiarities of the special zones and specific problems 
are currently being gradually solved. These, then, are specific problems in 
carrying out the policy; they are not changes in the basic open door policy. 
Even specific policies can only become increasingly realistic and tend toward 
perfection. 


In short, the open door policy is a basic national policy for China's 
socialist modernization. If it is to change, it can only move ahead to change 
for the better; it cannot move backward to change for the worse. This is 
because a sealed off economy or a semi-sealed off economy offers no way out. 
Practice has shown and will continue to show that prospects for the special 
zones open door policy are wonderful. 
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16 June 1926 


SPECIAL ECONOMIC ZONES 


DEVELOPMENT OF EXPORT-ORIENTED ECONOMY REQUIRED 
‘ Guangzhou KAIFANG [OPEN POLICY] in Chinese No 3, 8 Mar 86 pp 10-12 


[Article by Ding Lisong [0002 0536 2646]: "“Steadfastly Develop an Export- 
Oriented Economy in Special Economic Zones"] 


[Text] After developing for more than 5 years, China's Special Economic Zones 
[SEZ's] are now fairly well-established. At the working conference on SEZ's 
which closed in Shenzhen recently, it was proposed that SEZ's vigorously 
advance in the direction of an export-oriented economy during the Seventh 5- 
Year Plan. A new stage in their development Las begun. 


Since their creation, the three zones of She:zhen, Zhuhai and Shantou have 
accumulated social fixed assets approaching 10 billion yuan and built up an 
industrial and agricultural output capacity worth more than 3 billion yuan 
annually. While they have come a long wey from their first days, their task 
ahead remains an arduous one. The SEZ's must be determined to explore new 
approaches unremittingly and usher in a new era. 


That the zones must develop an export-oriented economy was made clear at their 
very inception. The CPC Central Committee and the State Council have 
emphasized time and again that the zones must concentrate on using foreign 
capital in economic development, on establishing Chinese-foreign joint and 
cooperative ventures and foreign-owned enterprises in their economic structure 
and on gearing their products toward the international market. The present 
proposal for an export-oriented economy in effect only epitomizes the "three 
concentrations." Of course, the call for the development of an export- 
oriented economy has deeper and more far-reaching implications than what was 
originally envisioned. First, the zones should play an even more active role 
in the division of labor in China's social and economic development by 
absorbing advanced technology and managerial knowledge from abroad and 
training personnel equipped with modern expertise and experienced in 
international economic practices. Second, the zones should serve as "testing 
grounds" for the restructuring of China's economic system and the open door 
policy. They should experiment boldly and accumulate experience for use by 
the rest of the nation. These functions have been succinctly summed up 2s the 
"four windows" and "dual radiation" by party and government leaders like Deng 
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Xiaoping and Zhao Ziyang, an inevitable outcome of the logical development of 
the party's consistent principles and guiding ideas concerning the experiment 
in SEZ‘s. 


Some comrades suggest that the party seems overly demanding in that while it 
Gid not say anything about export orientation in the past, it now wants the 
zones to be thus oriented as soon as possible. Clearly these comrades are 
mistaken. Other comrades believe that the zones were previously "domestically 
oriented" but have now "changed course." By ignoring the fact that SEZ's 
develop in stages, this view is equally one-sided. At the recent working 
conference on SEZ's, Comrade Gu Mu [6253 2606] rightly pointed out, "As the 
Sixth 5-Year Plan came to a successful end, the zones’ embryonic age was 
basically over. Their formative stage has now arrived." This conclusion has 
Cleared up public doubts and is an important guideline for the correct 
assessment of the situation in the zones and the determination of the zones’ 
development principles in the Seventh 5-Year Plan and for a long time to come. 


There is yet another point of view: SEZ's should be "open" or "dually 
oriented" instead of "export-oriented" because they must be open to the 
interior as well as the world. This argument, however, fails to accurately 
reflect the economic characteristics or developmental goals of SEZ's. As far 
as the overriding concerns of reform and the open door policy are concerned, 
is it not true that all regions in the country, including the northwest, 
Southwest and vast stretches of .1e Central Plains, should be "open" and 
"dually oriented" in economic matters, import foreign capital and technology 
and step up horizontal economic linkages between regions and sectors? Only by 
orienting their economies toward export can SEZ's secure a unique position in 
China's economy under the overall demands of reform and the open door policy. 
The "four-window" functions of the zones have been graphically described this 
Way: Out go products (including those that crystallize the nation's high 
technology,) and in come capital, technology, management and knowledge. 
Similarly, the SEZ's serve as a "radiating" center in two ways: They radiate 
outward the nation's products and the open door policy and radiate inward 
mainly knowledge, technology, qualified personnel and reform experience. 
Should SEZ markets and hinterland markets help satisfy one another's needs? 
The answer is clearly yes. Nevertheless, the zones essentially buy from the 
interior products to fill supply gaps in their markets, while sending to the 
interior import substitutes and technical products that can be exchanged for 
foreign technology or improve production conditions in the interior, such as 
certain equipment and key or basic parts and materials in short supply within 
China. It can thus be seen that the proposition that the zone economy be 
"open" or “dually oriented" instead of "export-oriented" dilutes the 
distinctive characteristics of SEZ's and cloud their developmental goals. 


To meet the demands of their formative stage, SEZ's must make economic 
restructuring the thrust of their work this year and next. 


Over the past 5 ;ears and more, the zones have taken big strides forward. But 
even as they chalked up an outstanding record, they have unavoidably left 
behind a host of problems in investment structure, industrial structure and 
production structure that are now crying for solution. Among the major 
problems are a series of irregularities including excessive investments § in 
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capital construction as the zones over-extended themselves in recent years, a 
credit explosion, the rising share of funds tied up in long-term projects, a 
dearth of circulating funds among production enterprises, and an upsurge in 
consumption funds and commodity prices; an unsound investment’ structure 
characterized by an overemphasis on nonproduction capital projects; overly 
rapid expansion, which precluded the establishment of a favorable investment 
environment within a limited area; the inability of many enterprises to add 
value through processing and to export to balance their foreign exchange; and 
the fact that the managerial standard of enterprises and the quality of cadres 
and workers still fall short of what an export-oriented economy requires. The 
kernel of the problems is this: In their guiding ideas and focus of work, 
SEZ's have failed to keep pace with the evolving situation or put together a 
sensible and effective set of regulatory mechanisms to handle the relations 
between the whole and the part and between macroeconomic control and 
microeconomic invigoration. 


Addressing the working conference on SEZ's, Comrade Gu Mu had these problems 
in mind when he demanded that SEZ's check the scale of capital construction 
and concentrate on production, standard improvement and economic efficiency 
enhancement. In other words, the zones must conscientiously devote themselves 
to "consolidation, strengthening, rectification and improvement" on the basis 
of their achievements over the past few years. Their short-term missions are: 


--Formulate annual plans as well as an economic development plan for the 
duration of the Seventh 5-Year Plan, based on international market surveys and 
national economic forecasts. The key is to set a reasonable growth rate. 
Special Economic Zones owe much of the brisk growth of their agricultural and 
industrial output value from 1980 through 1985 to a strong infusion of 
additional inputs. So far they have not made it their priority to increase 
the efficiency of capital and inputs. If they manage to ease the growth rate 
properly, they will be able to cut back on inputs, increase outputs and 
augment national income appreciably while ensuring a steady expansion in gross 
output value. 


--Hold the line on capital construction so that credit, consumption funds and 
prices can be more effectively controlled. In the short haul, SEZ's should 
concentrate their capital construction dollars on export-oriented production 
enterprises (particularly enterprises financed by foreign capital) that 
promise to be strong foreign-exchange earners. The aim is to help strengthen 
export-oriented industries. Moreover, SEZ's should continue to perfect 
infrastructural facilities so as to create a good investment environment 
without delay. Accordingly, the development of nonproduction projects should 
be tightly restricted this year and in 1987 and no new areas should be built 
in principle. In strict accordance with government control requirements, 
Capital construction will generally be maintained at the 1984 or 1985 level. 
If we doa good job on these several fronts, we will successfully rein in 
increases in credit, consumption funds and prices. 


--Enhance inter-industry coordination and step up enterprise restructuring 
with the central aim of improving social and economic efficiency. Based on 
the basic demand of increasing export and balancing foreign exchange, SEZ's 
must select projects carefully, whether they are financed by foreign capital 
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or organized jointuy with units in the interior, in order to ensure that new 
enterprises are economically feasible from the outset. Efforts should be made 
to adjust and scale back on enterprises which have developed the capacity 
mainly to assemble imported parts and components for sale on the domestic 
market. This can be achieved through industrial guidance and such economic 
tools as credit, interest rates and taxes. Incentives should be offered to 
enterprises to encourage them to develop new technology and manufacture new 
products for export. Legal mechanisms should be employed in enterprise 
restructuring to bring enterprise operations and activities under’ the 
supervision of such government agencies as auditing, tax, customs and industry 
and commerce administration. Scientific working procedures and a _ sound 
management system should be devised in an all-out drive to advance the various 
indicators, such as product quality, engineering quality, capital turnover 
rate, productivity, net output value and profit rate to the forefront among 
Similar enterprises in the nation. Such an accomplishment can serve as' the 
basis for the establishment of a system of evaluation standards for the 
export-oriented economy in the zones. 


--Continue to reform the economic system in depth and provide good social 
conditions for sustained economic development. Prolonged confinement to a 
closed economic model has inhibited our ability to regulate modern economic 
activities. Even in the SEZ's, no notable breakthrough has been made in this 
regard. The most serious weakness is the failure to apply indirect control 
mechanisms to regulate the economy properly and skillfully. For this reason, 
reform in the zones should focus on the establishment of a macroeconomic 
control system that can regulate overall growth, adjust the economic 
Structure, create a good economic environment for enterprises and manage 
economic activities through economic and legal tools and modern 
communications. To achieve this non-direct economic objective vital to the 
development of an export-oriented economy, we must clearly improve the 
decision-making - advising - supervision - execution system whereby zone 
authorities manage their economy. However, bearing in mind the spontaneous 
tendency of administrative agencies to directly intervene in economic life, we 
must demand that the central bank in the zones play a particularly active role 
in macroeconomic regulation and the easing of capital circulation to make sure 
that market mechanisms function smoothly. The challenge of financial reform 
in the zones will be the provision of systematic safeguards to enable banks to 
participate in macroeconomic decision-making more extensively. 


These four tasks have been put forward for the sole purpose of sparking 
research and thinking to help the economic structure of the zones meet the 
demand of an export-oriented economy. Special economic zones are an experi- 
ment in the course of which success and limited failure may well appear in 
turns, but both embody promise and hope. Provided we explore painstakingly, 
strive to forge ahead and steadfastly work to develop an export-oriented 
economy, the experiment is bound to succeed. 
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LABOR AND WAGES 


METHODS OF WAGE CALCULATION IN TOWNSHIP, TOWN ENTERPRISES 


Beijing CAIWU YU KUAIJ1 [FINANCE AND ACCOUNTING] in Chinese No 9, 20 Sep 85 
pp 22-23 


[Article by Li Wenhui [2621 2429 5610]: "Several Forms of Wages and Methods 
of Their Calculation in Township and Town Enterprises" ] 


[Text] Because of the economic structural reform, labor remuneration is now 
linked with economic results in township and town enterprises. A new way of 
remuneration has been adopted to suit the conditions of each enterprise. It 
more aptly embodies the principle of distribution according to work and plays 
a positive role in developing the township and town enterprises and raising 
the workers' living standards. There are now many different forms of 
remuneration in these enterprises, but this article will present the following 
four along with the different methods of calculation. 


1. Remuneration Based on Consumption 


This method is based on a close relationship between the consumption of 
various materials, fuel, and power and the consumption of labor. The lower 
the consumption per unit, the higher will be the wages; conversely, the higher 
the consumption per unit, the lower will be the wages. If the workers want to 
earn more wages, they must not only increase the output and improve the 
quality, but also reduce consumption. This form of wages is particularly 
suitable for the processing enterprises and in the shoe, hat and garment 
trades in which the consumption of raw materials accounts for a fairly high 
proportion of the production cost. An example of the actual method of 
calculation is given as follows: 


A certain shoe factory signed a contract for 3,000 pairs of male and 4,000 
pairs of female cloth shoes. The production of these shoes was assigned 
separately to workshop A and workshop B. The contract stipulated that the 
production price was 3.20 yuan for each pair male shoes and 2.90 yuan for each 
pair of female shoes (regardless of their sizes). According to the factory's 
calculation, the production cost in the workshops accounted for 80 percent of 
the production prices, after the following deductions: 5 percent for taxes, 
1 percent to be turned over to the department in charge as management fee; 6 
percent for the factory's management fee; and 8 percent as profits. Thus the 
production cost was 2.56 yuan (3.20 yuan x .80) for each pair of male shoes 
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and 2.32 yuan (2.90 x .80) for each pair of female shoes. The workers' wages 
were equivalent to the production cost minus the consumption of materials and 
the appropriation of 11 percent of the wages for the workers' welfare funds. 
The products were classified into grade one and grade two which should account 
for more than 95 percent and less than 5 percent respectively. No wage would 
be paid for rejects, and the materials consumed on them had to be included in 
the total consumption. Thus, the workshops were only concerned with 
production and the factory guaranteed the supply of materials and the 
marketing of products. In the course of production, the workshops could draw 
any material they wanted without the factory's examination and approval. In 
calculating the wages, the factory must figure out the entire production cost 
according to the quantity and quality of the products examined and take into 
account the raw materials, fuel and power consumed, and the depreciation of 
the fixed assets to be charged. After deducting all these items, the 
remainder was the workers' wages. In this example, Workshop A fulfilled the 
contract for the male shoes and the products were checked and accepted. In 
this workshop, the consumption of materials accounted for 6,100 yuan; that of 
power, 300 yuan; and the charge on fixed asset depreciation, 200 yuan. Then 
the wages for that workshop were 2.56 x 3,000 - 6,100 - 300 - 200 = 1,080 
yuan. After an ]1 percent appropriation for welfare funds, the actual wages 
for the workers in the workshop were: 


1,080 = (1,080 x .11) = 961.20 yuan. 


Supposing that the proportion of grade one products was raised 2 percent for 
which the factory awarded a 30 yuan bonus, the total wages were: 


961.20 + 30.00 = 991.20 yuan. 


Similarly, the consumption of materials in Workshop B accounted for 75,000 
yuan; that of power, 350 yuan; and fixed asset depreciation, 230 yuan. The 
wages for that workshop were: 


2.32 x 4,000 - 7,500 - 350 - 230 = 1,200 yuan. 


After an 11 percent appropriation for welfare funds, the amount was reduced by 
(1,200 x 11 percent) 132 yuan. Supposing that the proportion of grade two 
products rose 0.5 percent for which a penalty of 20 yuan was imposed, and 5 
pairs of shoes were rejected (and the materials consumed were included in the 
total consumption) with no wage paid, then the actual wages for the workers in 
this workshop were: 


1,200 - 132 = 20 = 1,048 yuan. 
The wages of individual workers in the two workshops can be worked out 
according to their attendence, the grades of technical skill, and_ the 
piecework wages in various work processes. 


2. Remuneration Based on Contracts 


This form of remuneration can be used for the individuals or collectives 
contracted to fulfill certain economic targets for the departments in charge 
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and assuming sole responsibility for profits and losses. The system of 
contract responsibility is now quite popular in various forms; so too is this 
form of remuneration. Contracts can be signed between the individuals and the 
work shifts and teams, between the work shifts and teams and the workshops or 
factories, and between the enterprises and their departments in charge, level 
by level. The contractor must fulfill the targets within the contract period. 
Part of the income from the above-quota portion has to be turned over to the 
State, or used for expenses inthe implementation of certain policies 
according to the contract, and the entire remaining portion goes to the 
workers. The practice of imposing no ceiling or lower limit and the close 
link between the interests of the state, the collective and the individuals 
have fully aroused the enthusiasm of the workers in production. This form of 
remuneration is suitable not only for industrial enterprises but also for the 
construction, transportation and service trades. Now let us take a township- 
run brick-and-tile factory for example to illustrate this method of 
calculation. 


A contract was signed between the workshop and the factory whereby the former 
guaranteed a profit delivery of 4,000 yuan every month in addition to the 
payment of 300 yuan for the fixed asset depreciation. The taxes for the state 
and the fees for the department in charge were to be paid at the rate of 10 
percent and 1 percent of the output value respectively. According to the 
contract, the workshop had to buy clay (1 cubic meter for 660 bricks) from the 
factory, while the factory guaranteed the supply of coal and electric power. 
Should the production be interrupted by any delay in these supplies, the 
factory would pay 1.50 yuan to each person for each day lost. 


The workshop had an output value of 30,000 yuan in 1 month (this output value 
is not specified in the contract). According to the contract, however, a 
total of 15,000 yuan had to be deducted for the materials, fuel and power 
consumed, 4,000 yuan to be turned over to the state out of the profits, 300 
yuan to be charged for the fixed asset depreciation, 3,000 yuan (30,000 x 10 
percent) to be paid as taxes, and 300 yuan (30,000 x 1 percent) to be paid as 
management fee. Thus 


Workshop wages = 30,000 - (15,000 + 4,000 + 300 + 3,000 + 300) = 7,400 yuan 
Welfare funds = 7,400 x 11 percent = 814 yuan 
Actual workshop wages = 7,400 - 814 = 6,586 yuan. 


The wages for this workshop can be divided among the individual workers 
according to their duties, types of work, attendance and so forth. Similarly, 
the workshop can contract the work according to the targets to the work shifts 
and teams or even the individual workers for making unfired bricks and for 
firing them. 


3. Remuneration Based on Profit Sharing 
According to this form of remuneration, a certain proportion of the profits 


realized in the enterprise operations will be distributed among the workers as 
wages. It is suitable mainly for the commercial, catering and service trades, 
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because the amount of labor expended in these enterprises can only be 
reflected by their business income. The warehouse, store, work groups or 
individual workers may sign contracts with the enterprise, and the enterprise 
can in turn sign a contract with its department in charge. 


There are two methods in profit sharing as a means of remuneration. First, 
the sharing of realized profits. This method is fairly simple, but the 
various taxes (such as business tax, income tax, energy and transportation 
tax, etc.) and the fees to be paid in the implementation of certain policies 
must be taken into account in advance. This is particularly necessary for the 
enterprises paying fairly heavy taxes. Second, the sharing of net profits, 
that is, the profits remaining after the payment of various taxes, the 
delivery of profits to the department in charge, and the depreciation charges. 
This method, though fairly complex, yields fairly practical results. 


Examples for these two methods of calculation are as follows: 
Wages = business profits (or net profits) x proportion of workers' share. 


Example 1. A certain township industrial enterprise contracted the operation 
of its hotel to a certain person. According to the contract, the contractor 
had 40 percent of the profits while the hotel had the remaining 60 percent. 
The business profits of the hotel in that period were 2,000 yuan. According 
to the contract, the following deductions should be made: 100 (2,000 x 5 
percent) yuan for business tax, 200 yuan for fixed asset depreciation, 150 for 
easily worn out articles of low value, and 250 yuan for water and electricity. 
Thus 


Wages = (2,000 - 100 - 200 - 150 - 250) x .40 = 520 yuan. 


Example 2. If the profits in the above example were net profits, then the 
income tax had to be taken into account in advance. The annual income tax 
should be figured out according to the eight-grade progressive tax and then 
broken down into a monthly tax to be readjusted at the year end. Let us 
suppose that 45 percent of the net profits in the above example were paid as 
wages, and that the annual profits were expected to be 6,000 yuan. (The actual 
profits would certainly turn out to be different, but this should not affect 
the payment in advance, subject to late readjustment.) If the correct tax 
rate were 28 percent, then, after the deductions by quick calculation, the 
income tax should be 1,300 yuan a year, or 108.30 yuan a month. Thus 


Wages = (2,000 - 100 = 200 - 150 - 250 - 108.30) x .45 = 536.27 yuan 
4, Remuneration Based on Piecework 


Here the calculation for wages is based on the output or the amount of labor 
spent in the production. This form of calculation is a little biased toward 
the output, and can be used only in limited areas. It cannot be used in the 
enterprises whose consumption of materials accounts for a fairly high 
proportion of their production cost, but is suitable for the mining and 
tunneling trades, such as coal mining, quarrying, or stone and _ sand 
processing, because, other than some dynamite and tools, these enterprises 
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consume little materials. This form of wages is easy to calculate and manage. 


For example, the work team of a certain sand plant had a contract with the 
management whereby the factory guaranteed the sales of products and the work 
team undertook the production. The invoices of the transportation department 
and the receipts of the custodians were used by the work team as proof of its 
output. According to the contract, the wages were 5 yuan for each ton 
coataining less than 3 percent and 4 yuan for eac! ton containing less than 5 
percent of clay. No wage would be paid if the clay content is more than 5 
percent. 


The work team produced 400 tons of sand during the contract period. After a 
check-up, it was found that the clay contents were below 3 percent in 300 
tons, below 5 percent in 90 tons, and above 5 percent in 10 tons. Thus 


The work team's wages = 5 x 300 + 4 x 90 = 1,860 yuan. 


These wages were divided among the workers according to the amount of their 
labor. 
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POPULATION 


GANSU ACHIEVES POPULATION GROWTH TARGET 
HK230433 Lanzhou Gansu Provincial Service in Mandarin 2200 GMT 22 May 86 


[Excerpts] During the Sixth 5-Year Plan, Gansu's average annual, population 
growth rate was kept below the target of 12.8 per 1,000 and there were 
35,000 less births than planned. This was announced at the provincial 
representative meeting of advanced collectives and individuals in family 
planning, which opened on 22 May. The meeting has been convened by the 
provincial CPC committee and government. 


Lu Kejian, deputy secretary of the provincial CPC committee, spoke at the 
meeting. He said: In common with the whole country, beginning this year 
Gansu will enter a new 10-year peak population growth period. The national 
annual population growth rate must be kept below about 12.4 pr 1,000 during 
the Seventh 5-Year Plan. Gansu's current population growth rate is 2 per 
1,000 higher than the national average. Family planning work is in a back- 
ward state in one-third of our counties. The task of controlling population 
growth is very arduous. The party committees and government must assign 
family planning work an important place and continually strengthen leader- 
ship over it. 
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June 1986 


HONG KONG 


HONG KONG URBAN PLANNING FOR TRANSITION PERIOD 


Hong Kong JINGJI DAOBAO [ECONOMIC REPORTER] in Chinese No 43, 28 Oct 85 pp 9- 
10 


{Article by Liu Shaojun [0491 4801 6874]: "Preparation of a Hong Kong Land 
Policy for 1997"] 


[Text] The preparation of a Hong Kong land policy for 1997 is an extremely 
important topic. During the coming 12 year period, the formulation and 
putting into effect of Hong Kong's land policy will have an extraordinarily 
important effect on socio-economic development before and after 1997 as well 
as stability and prosperity after 1997. This large topic is worthy of the 
attention and study of progressive experts and of real estate circles of the 
Older generation. 


Basic Elements in the Formulation of Land Policy 


First of all, I would like to propose for discussion several basic elements 
affecting the formulation of Hong Kong land policies as follows: 


(1) Land is the world's most precious resource. In a flourishing and 
industrially and commercially developed society, this resource is even more 
precious. Hong Kong has a large population relative to available land, the 
land amounting to no more than 1,067 square kilometers and the population 
exceeding 5.4 million. By the end of this century, the population will have 
increased to 7 million. Formulation of a future land policy will have to 
provide for adept development, skilfull use and proper distribution of this 
precious resource. 


(2) Real estate cycles fluctuate. During the past decade or more,the Hong Kong 
real estate market has gone through several cycles of rise and fall. As 
compared with elsewhere in the world, these cycles have been 
characteristically relatively short and the rise and fall fairly large as, for 
example, the high tides of 1973, 1980 and 1981 and the ebbtides of 1974, 1983 
and 1984, Although they have be related to other special factors such as the 
oil embargo and the September 7 talks, basically they have been unable to 
escape cyclical fluctuations. Moreover, a look at recent events shows these 
fluctuations tending toward increasing severity and the cycles increasingly 
short. Consequently, in the formulation of a land policy, it seems that some 
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efforts should also be put on land and high rise building availability so as 
to regulate these fluctuations and avoid further adversity for industry, 
business and the lives of the people. 


(3 Free Operation of the Real Estate Market in a Capitalist Society. 
Government land policies can not interfere too much in the free operation of 
the real estate market. This is the only way in which to insure the confidence 
of local and foreign investors in Hong Kong real estate and continue 
investment in construction in the city so as to promote further Hong Kong's 
stability and prosperity. 


(4) Importance of private property rights. Hong Kong has no permanent property 
ownership rights; it has only property lease rights. Following the joint 
Chinese-British statement on Hong Kong,the incumbent government may lease land 
until the year 2047. Promotion of any land policy by government can not 
violate the provisions of land lease contracts or disturb property rights. So 
long as it is in the public interest, should it become necessary to take back 
Property and change iand lease provisions, a certain procedure has to be 
followed and appropriate and fair compensation given. Furthermore, the 
absoluteness of property rights must be fundamentally attested to in law to 
maintain investor confidence. 


(5) Long Range Planning. Land development is an expensive task that requires a 
lot of time and careful consideration. Development of a new city or town such 
as Tunmoon and Shatin takes more than 10 years before construction is complete 
Therefore, the formulation of land policies requires a combination of a stable 
political environment and a long period of time. Prior to the joint Chinese- 
British statement, the government had formulated a long term land policy, but 
because of the 1997 limit, there was uncertainty about how long it would 
run.Currently, attachment 3 and quick formulation of a basic law have been 
matched up for the formulation of a long term land policy extending to _ the 
year 2047 that can be implemented. 


(6) Future Economic Development. Hong Kong has more than 900,000 people 
currently engaged in the export manufacturing industry, but fewer than 80,000 
engaged in finance and banking and the service trades. Consequently, industry 
and exports will continue to be Hong Kong's life blood. Naturally this will 
require thinking about production procedures, designing and science and 
technology to increase competitiveness. Nevertheless, a good land policy is a 
necessary concomitant to this development. 


(7) Government Financial Policies. In Hong Kong, with its large population 
relative to available land, land revenues very obviously have a bearing on 
government fiscal policies. Expenditures for public works, which currently run 
to more than HK$5 billion per year are a mainstay of Hong Kong economic 
activity. Were it possible for a large part of these payments to be offset by 
income from land development, that would be of tremendous help for Hong Kong's 
low tax system policy. A look at the past record shows that land earnings for 
the 1979/1980 period accounted for 34.7 percent of government revenues; 
however, during the 1983/1984 period, they amounted to only 7.4 percent of 
government revenues. A look at the past 10 or so years shows revenues from 
land at a time of stability in the real estate market to have amounted to 
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approximately 10 percent of government revenues. If, on the basis of this 
figure, current land revenues are taken to be approximately HK$3 to 4 billion, 
this would help government stabilize its financial expenditures and avoid tax 
increases. 


Does the Hong Kong Government Have a Land Policy? 


During 1980 and 1981, we heard quite a few people talk about government's high 
land price policy, and during 1984 and 1985 some people also opposed 
government's low land price policy, which is to say that when prices were 
high, government sold at a high price and when prices were low, it sold at a 
low price. Does government have a land policy? I think it has always had one, 
though it has been incomplete. For example, the land policy for the New 
Territories some years ago was mostly decided by the Secretariat of Chinese 
Affairs and the New Territories District Administration with the result that 
it sometimes seemed that each department had its own regulations and that 
policy sometimes lacked continuity and longterm planning. Even during the 
1970's, there was still no long term planning for the availability of land. 
This led to insufficient land and high rise buildings being available during 
1979 and 1980 when the property cycle rose, so land prices soared creating a 
panic. Yet, with the windfall receipt of approximately HK$10 billion in land 
sales revenues, no detailed consideration was given to the continuation and 
consistency of these revenues and so they were not used well but rather only 
added greatly to regular government expenditures. As a result, when real 
estate was at low ebb in 1983 and 1984 and land revenues skidded to just 
slightly more than HK$2 billion accounting for only 7.4 percent of government 
financial revenues, income did not meet expenditures giving rise to huge 
financial deficits, which led to an increase in taxes, restrictions on 
government spending and an nstable currency. Fortunately, following the 
founding in 1977 of the Special Increased Land Development Committee, the 
government began to pay serious attention to the need for a complete and 
uniform land policy. Subsequently, the Increased Land Development Committee 
gave way to the permanent Land Supply Committee, which made a detailed 
analysis and study of land supply and demand and coordinated with government 
to regulate market activity. In 1985, this committee will be merged with the 
Construction Industry Consulting Committee and expanded to become a permanent 
land and construction consuitation committee responsible for providing 
government with views for formulation of a land policy. Thus, in the realm of 
of land policy consulting, one might say there is a fairly complete system. In 
the realm of the formulation of land policy, the Land Development Planning 
Committee has been set up in government that is chaired by the Colonial 
Secretariat and whose members are all officials concerned with land and 
economic policies. As such, the task of formulating a long term land policy 
now has the necessary organization and the conditions. 


To summarize, organizations currently concerned with the formulation of Hong 
Kong land policy may be divided as follows: 


(1) Supreme policy cvganizations: a) Policy decisions are the responsibility 
of the Administrative Bureau. b) Legislative procedures are the responsibility 
of the Legislative Bureau. 
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(2) Formulation of policies. The Land Development Planning Committee (LDPC), 
chaired by the Colonial Secretary, consists entirely of government officials. 


(3) Policy consultation. The chairmar. of the newly established Land and 
Construction Consultation Committee is not a member of government, and the 
committee consists of nine government and nine non-government members. 


In addition, the Urban Planning Committee also has major influence on the 
formulation of Hong Kong land policies inasmuch as the formulation of and 
changes in the use of all land in Hong Kong is controlled by development 
blueprints drawn up by this planning committee. 


Though the work of the Chinese-British Land Committve is limited to matters in 
attachment 3 such as control over the amount of land sold each year, study of 
land development costs, and the budgeting and distribution of income from land 
Sales; nevertheless, these issues have a bearing on basic principles and 
application of Hong Kong land policies; i's the decisions of this committee 
Will inevitably influence future Hong Kong land policies. 


Formulation of Hong Kong Land Policies Geared to 1997 


Finally, I will briefly point out here that the formulation of future Hong 
Kong land policies will require consideration of the following major issues: 


(1) Proper and careful study and planning for the regulation of land 
availability and regulation of the number of high rise buildings, with 
regulation and stabiljzation of abnormal fluctuations in the real estate 
market so as to avoid further socio-economic dislocations during’ the 
transition period. 


(2) On the basis of two feasibility models, decisions about and implementation 
of long term development plans for Hong Kong (until the year 2000) now seem 
likely to be concentrated on landfill in Hong Kong harbor including central 
district, Wanchai, Honghom, Chingchao and western Kowloon. But,in current 
long term development, one can thing ahead to the year 2047. Therefore, viewed 
from the angle of fairly long term and balanced development, should serious 
attention be given to development of the New Territories? Development of the 
northwestern part of the New Territories seems particularly worthwhile. 


(3) Housing policy, regulation of the development of public and private 
housing, and balanced development of public and private housing, will not only 
have an important impact on the stability of people's lives and maintenance of 
free dealings by real estate enterprises, but also relates to government's 
financial revenues. As was said earlier, government income from land forms a 
major part of government financial policy. 


(4) Rebuilding of urban areas and the task of land development companies. 
Cities constantly change. Like people, they go through a process of being born 
and aging. When an area has delapidated buildings, an overly congested 
population, land that cannot be used to the full and inadequate social 
facilities, it has to be rebuilt. In Hong Kong there are districts that have 
become old and severely delapidated after only a short number of years’ that 
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must be rebuilt to meet modern living conditions. Moreover, rebuilding of 
these urban areas also has to be carried out contiruously in different places 
with the lapse of time. Hence, rebuilding of the city, improvement of the 
urdan environment and establishment of land development companies to do the 
work will also be an important task during the transition period. But, during 
the transition period, people will be extremely sensitive about having their 
property rights guaranteed; land development companies will thus have to 
proceed with extraordinary caution in taking back small numbers of property 
rights. 


(5) Interrelationship of land income, land development costs, and promotion of 
project planning as well as effect on Hong Kong financial revenues. 


(6) Training of professional personnel responsible for formulating and 
carrying out land policies as well as for scientific and technical researca 
and development of the exploitation, use and distribution of land. 


The foregoing issues all require consultation, discussion and concentrated 
Study to become a complete land policy that will enable Hong Kong to pass 
smoothly through this transition period. In addition, this will lay a solid 
foundation for Hong Kong's future stability and prosperity. (The author of 
this article, Liu Shaojun is a property assessor, the first deputy director of 
‘he Hong Kong Assessors Society, the first deputy director of the Hong Kong 
Land Administrators Society, deputy director and concurrently secretary of the 
Hong Kong Society for the Advancement of Science and Technology, a member of 
the Hong Kong Land and Construction Consulting Committee, and the honorary 
director of the Modernization Society.) 
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